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Abstract

Investigating an important overlooked phase of interorganizational relationship
evolution, which is currently hypothesized to progress through five stages of awareness,
exploration, expansion, commitment, and dissolution, this dissertation proposes that in
the long road between commitment and dissolution, the quintessential interfirm
relationship is likely to be characterized by a prolonged period of relationship alienation,
which then becomes the immediate precursor to the dissolution stage.
The dissertation utilizes social learning theory, behavior constraint theory, and
alienation theory to explain apathetic behaviors of franchisees. The principal proposition
is that certain characteristics of the franchise system’s operating environment
inadvertently condition franchisee estrangement and failure, and the maladaptive
behaviors persist even after environmental changes make success possible again.
The dissertation proposes and empirically tests a conceptual model of franchisee
alienation. Data from dyadic franchisee-franchisor relationships (N=185) across a wide
variety of industries were obtained through a survey of franchisee organizations that were
members of the Franchise Council of Australia (FCA). The results render support to the
central hypothesis that franchisee alienation occurs as a result of the franchisee
organization disconnecting its own actions from the outcomes of its interactions with the
franchisor. Franchisee alienation is shown as a phenomenon that is extremely toxic for
the franchise system as a whole, as the alienated franchisee is likely to engage in

viii

opportunistic behaviors, exhibits reduced productivity, and is inclined to litigate against
the franchisor and to dissolve its relationship with the franchisor. On the basis of the
findings, the dissertation offers a prescription in terms of the different strategies that can
be used by the franchisor to prevent and combat franchisee alienation.

ix

Chapter One: Introduction

As market transactions have become domesticated (Arndt, 1979), truly effective
exchanges are defined by nonmarket governance to a greater extent than ever before
(Dwyer, Schurr, & Oh, 1987; Sheth & Parvatiyar, 1995; Vargo & Lusch, 2004).
Relationship marketing has evolved into a central paradigm of marketing research and
practice (Palmatier et al., 2006) and is defined as “all marketing activities directed toward
establishing, developing, and maintaining successful relational exchanges” (Morgan &
Hunt, 1994, p. 22). The central objective of relationship marketing is to improve
marketing productivity through increased effectiveness and efficiency (Sheth &
Parvatiyar, 1994).
Relational governance (e.g., Macneil, 1980; Kaufmann & Stern, 1988) is
facilitated mainly through the emergence of an array of relational norms, which regulate
appropriate behavior of parties to an exchange and serve as benchmarks for the
assessment of partners’ behavior. Lusch and Brown (1996) emphasize the significance of
normative contracts in determining an assortment of shared assumptions and beliefs
between the channel partners.
There is agreement on the notion that exchanges run on a continuum from discrete
to relational (Macneil, 1980; Dwyer, Schurr, & Oh, 1987; Anderson & Narus, 1991;
Heide & John, 1992). Narayandas and Rangan (2004) contend that industrial markets
have experienced a shift from adversarial relationships with a focus on a single exchange
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to collaborative partnerships with a focus on forging enduring relationships through
nonmarket modes of governance. Not only do such relationships provide a mechanism
for organizations to stabilize their environments in the increasingly competitive and
volatile market conditions (Berry, 1983), but they also reduce transaction costs, enhance
productivity, and make it possible for customers and suppliers to enjoy higher economic
returns (Noordewier, John, & Nevin, 1990; Kalwani & Narayandas, 1995).
The question of how relationships are commenced, maintained, cultivated, and
discontinued has been of interest to marketing scholars for roughly three decades (e.g.,
Håkansson & Wootz, 1979; Dwyer, Schurr, & Oh, 1987; Narayandas & Rangan, 2004).
In an attempt to explicate the range of governance structures that describe industrial
buyer-seller relationships, Dwyer, Schurr, and Oh (1987) utilize relational contract theory
(Macneil, 1980) and propose that relationships undergo five distinct stages of
development: awareness, exploration, expansion, commitment, and dissolution. The first
four subprocesses of relationship development (excluding dissolution) can be understood
as increasing magnitudes of interdependence (Gundlach & Cadotte, 1994).
The literature on relationship life cycles suggests that interorganizational
relationships follow a pattern similar to that of interpersonal relationships (Dwyer,
Schurr, & Oh, 1987; Doherty & Alexander, 2004). Specifically, the extant literature
within the field of marketing that focuses on the aspects of establishment and evolution of
business relationships has utilized the marriage metaphor (Levitt, 1986; Dwyer, Schurr,
& Oh, 1987; Stoltman & Morgan, 2002; Johnston & Hausman, 2006) and the friendship
metaphor (Hogg et al., 1993) and concentrated on the essence of actor affinity between
the parties and resource bonds involved. The two metaphors mentioned above suggest
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that a “marriage” or a “friendship” exists under the conditions of a long-term,
collaborative orientation and reinforced resource bonds.
Notwithstanding the increased attention to the process through which industrial
relationships evolve over time, there is limited empirical research on the postcommitment dynamics of such relationships. Extant literature, however, has shed some
light on the process through which interfirm relationships dissolve (e.g., Hocutt, 1998;
Ping, 1993, 1995, 1997, 1999; Vaaland, Haugland, & Purchase, 2004; Tähtinen &
Vaaland, 2006). It is now widely accepted that relationship dissolution is a prolonged
process with affective, behavioral, cognitive, and social aspects (Duck, 1982). Having
achieved the commitment stage of relationship development, parties begin to reap the
associated benefits of decreased uncertainty, interdependence, social satisfaction, etc.,
which makes dissolution a highly unattractive option. The discussion below focuses on
the post-commitment relationship progression issues within franchised channels of
distribution.
Statement of the Research Problem
In recent years, franchising has evolved as a highly substantial strategy for
business growth, job creation, and economic development (Dant & Kaufmann, 2003).
Roughly a decade ago, on a daily basis, a new franchise opened in the U.S. every six and
a half minutes (Rubel, 1995). According to Reynolds (2004), when it comes to this day
and age, over 760,000 franchised businesses produce a total economic output in excess of
$1.53 trillion, which equals roughly to ten percent of the private-sector economy.
Besides, they create 18 million jobs or closely to one out of every seven jobs in the U.S.
labor force, supplying $506 billion in payroll, which constitutes more than eleven percent
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of the U.S. private sector payroll. Franchising has shaped itself into a strong and mature
industry and gained importance as a viable entry mode strategy for international retail
businesses expanding into foreign markets (Burt, 1993).
Doherty and Alexander (2004) study relationship development in international
retail franchising and use the marriage analogy to propose four process stages:
recognition, search, evaluation, and partnership. The franchise format offers attractive
advantages both to the franchisor and the franchisee (Norton, 1988; Carney &
Gedajlovic, 1991; Combs & Castrogiovanni, 1994; Kaufmann & Stanworth, 1995;
Bradach, 1998; Fulop, 2000; Michael, 2000a, b). While the franchisor is able to expand
its business and strengthen its brand image in a speedy manner, the franchisee gains
access to a dependable business concept and an established brand, enjoys a guaranteed
clientele from the start, is supported and trained by the franchisor, and earns a profit as a
quasi-entrepreneur. These benefits, along with a binding contract, make the dissolution
of franchising relationships particularly problematic.
Theoretical and empirical research conducted in marketing, management,
economics, law, industrial sociology, and organizational theory offers a rather limited
insight into how relationships across a wide range of interfirm contexts develop past the
commitment milestone, thus making the post-commitment dynamics of
interorganizational relationships an important overlooked area of inquiry. The premise
that as marketing channel relationships achieve the state of maturation, the strength of the
association between key relationship marketing variables and performance weakens
(Hibbard et al., 2000), makes the need to better understand what happens beyond the
achievement of commitment even more acute.
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As a distinct and unique entrepreneurial venture, franchising makes it possible for
franchisees and franchisors to reap appealing benefits by joining forces and cooperating
to create economic value (Dant, Perrigot, & Cliquet, 2006). Given that franchising
represents a primary hybrid form of vertical marketing system across the globe and a
common strategy for international expansion, the necessity to gain novel insights into
franchising relationships can only be expected to become more urgent.
This dissertation discusses the possibility that, as time progresses, the stage of
commitment in the franchisee-franchisor relationship may, due to certain conditions
within the franchised channel of distribution, be succeeded by a prolonged stage of
franchisee alienation, while dissolution of the relationship may never be reached. Lusch
and Brown (1996), for instance, contend that the franchisee may view the option of
continuing to remain part of the franchise as more stable than the option of withdrawing
from the relationship and starting a new independent business. Figure 1 depicts how the
proposed stage of franchisee alienation fits into the framework developed by Dwyer,
Schurr, and Oh (1987).

Awareness
Exploration
Expansion
Commitment
Alienation
Dissolution

Figure 1. Franchisee Alienation within the Franchisee-Franchisor Relationship Evolution
Framework
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Grünhagen and Mittelstaedt (2000) contend that the franchisee (as opposed to the
franchisor) perspective has received little research attention in the academic franchising
literature. Drawing on social learning theory (Bandura, 1977), behavior constraint theory
(Overmier & Seligman, 1967; Seligman, 1975; Abramson, Seligman, & Teasdale, 1978),
and alienation theory (Seeman 1959, 1975), this dissertation proposes a conceptual model
of franchisee alienation. Presented in the dissertation is an attributional perspective of
franchisee alienation that focuses on how the individual franchisee likely processes
information about the operating environment of its franchised channel of distribution.
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Chapter Two: Literature Review

A Conceptual Model of Franchisee Alienation
The overarching theoretical framework that drives the proposed conceptual model
of franchisee alienation is based on social learning theory (Bandura, 1977), which, in its
current formulation, posits that the pathway between a stimulus and a response is
mediated by human cognition, while individual control is placed over behavioral
responses to stimuli. Within social learning theory, the intrapersonal cognitive processes
of an individual are emphasized with particular attention focusing on the individual’s
attributions. Specifically, Bandura (1977) asserts that behavior can be best explained in
terms of interaction between cognitive, behavioral, and environmental determinants that
is continuous and reciprocal in nature. It follows, therefore, that the individual and the
environment influence each other in a bilateral fashion. It is mainly through their own
actions that individuals generate the environmental conditions that affect their behavior in
a reciprocal manner. Besides, the experiences produced by the behavior play a role in
determining what the individual becomes and is able to do, which, in turn, influences
posterior behavior.
Extending the seminal work of Bandura to the context of organizational behavior,
Davis and Luthans (1980) suggest that social learning theory may serve as a much needed
all-inclusive theoretical base that is capable of integrating the intertwined nature of the
relevant variables of organizational behavior – the behavior, the environment (including
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other organizational actors and the organization), and the organizational actor (including
inner cognitive processes). These authors advocate the premise that organizational
behavior is in constant reciprocal interdependence with both the cognitive processes and
the environment and propose a framework that effectively incorporates the
interdependent, interchangeable nature of environmental events (i.e., antecedent
discriminative stimuli (S) and consequences (C)), intrapersonal cognitive processes (O),
and behavioral factors (B), thus making it possible to functionally analyze environmentalcognitive-behavioral events in a wide variety of organizational settings. This framework
is known as the S (situation) – O (organism) – B (behavior) – C (consequence) paradigm
in organizational behavior.
This dissertation studies the franchisee’s behavior in specific interaction with
particular in situ conditions of the franchised distribution channel. Specifically, the
proposed conceptual model of franchisee alienation examines the mediating influence of
the franchisee’s covert cognitions (feelings, images, and symbolic processes) on a
recognizable sequence of events. The linkages between the building blocks of the
conceptual model of franchisee alienation are deduced using the extant literature relevant
to marketing channels and behavior constraint theory (Overmier & Seligman, 1967;
Seligman, 1975; Abramson, Seligman, & Teasdale, 1978), a psychological theory
proposing that the normal pattern of coping with environmental threats is one whereby
the individual perceives a loss of control, reacts by attempting to regain control, and, if
these attempts fail, experiences a sense of helplessness (Bothamley, 1993). Such
helplessness is viewed as a psychological condition that is usually caused by situations, in
which events are beyond control. The explication of more than just motivational
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deficiencies, the distinction between personal and universal helplessness, and the
explanation of generality of helplessness across settings as well as its persistence over
time make behavior constraint theory well-suited to studying relational aspects of
franchised channels of distribution. The proposed conceptual model of franchisee
alienation is depicted in Figure 2.

Characteristics of Franchised
Channel Operating Environment
Dependence
Communication
Conflict

Relationship Climate
Relationship Quality

Franchisee Responses
Disengagement
Constructive Discussion
Venting
Passive Acceptance

Franchisee Causal Attributions
Universality of Attributions
Globality of Attributions
Franchisee Consequences
Opportunism
Performance
Intention to Litigate
Intention to Dissolve Relationship

Franchisee
Affective Reaction
Alienation

Franchisee Perceptions of
Controllability of Outcomes
Controllability

Figure 2. A Conceptual Model of Franchisee Alienation

In particular, the proposed conceptual model of franchisee alienation suggests that
the franchisee construes the climate of its relationship with the franchisor by processing
overt cues emitted by the operating environment of the franchised channel of distribution.
The franchisee naturally regards any deterioration in relationship climate as a substantial
environmental threat and, therefore, having encountered such an immediate threat, takes
corrective actions aimed at remedying the adverse situation by attempting to rectify the
diminished quality of its relationship with the franchisor. The franchisee then forms
perceptions of controllability of the outcomes of its actions through assessing whether or
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not its attempts have actually succeeded or failed. The franchisee also makes causal
attributions for the resulting perception of controllability. In case of perceived
uncontrollability of the outcomes, the franchisee experiences a sense of alienation, the
intensity of which is determined by the resulting attribution. A sense of alienation on the
part of the franchisee is responsible for the franchisee’s consequences. Because the
proposed conceptual model of franchisee alienation focuses specifically on the franchised
channel of distribution and those aspects of its operating environment that are most likely
to induce franchisee alienation, the model is expected to provide valuable insights into
the nature and process of franchisee alienation.
Characteristics of Franchised Channel Operating Environment
Relationship climate represents a key factor that affects the domain of the milieu
in which inteorganizational exchanges occur. The franchisee is expected to construe the
climate of its relationship with the franchisor by performing evaluations of concrete
incidents occurring throughout the long-term process of its interaction with the franchisor
(Turnbull & Valla, 1986). In a similar vein, Dant and Monroe (1987) assert that business
partners form a groundwork for consecutive interactions on the basis of prior engagement
experiences. This dissertation takes a position that the franchisee performs such
evaluations by processing overt cues emitted by the operating environment of the
franchised channel, within the boundaries of which all franchisee-franchisor interactions
eventuate. As follows from the postulates of social learning theory (Bandura, 1977), the
members of the franchised channel of distribution do not function as independent entities.
Rather, they shape each other in a reciprocal manner. For purposes of this dissertation,
the roles that the following characteristics of the operating environment of the franchised
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channel of distribution play in shaping the franchisee’s construal of the relationship
climate are examined: dependence, communication, and conflict.
Dependence
The extant literature focusing on the examination of relationships between firms
within channels of distribution has consistently viewed the concept of dependence as
critical to explaining interorganizational behaviors (Thorelli, 1986; Morgan & Hunt,
1994). According to Heide & John (1988), Beier and Stern’s (1969) modification of
Emerson’s (1962) theory of dependence in interpersonal relationships suggests the
following perspective on dependence: “Firm A’s dependence on B is directly
proportional to the motivational investment in goals mediated by B and inversely
proportional to the availability of those goals to A outside the A-B relationship” (p. 23).
Resource dependence theory describes marketing channel relationships as arrays
of power relations based on the acquisition and exchange of valuable and scarce
economic resources. In the context of franchised channels of distribution, the approach
used by Pfeffer and Salancik (1978) implies that the franchisee’s dependence on the
franchisor includes three components: significance of the resource (i.e., the extent to
which the franchisee requires it), the extent to which the franchisor has control over the
resource, and the extent to which there are limited alternatives. Hence, for purposes of
this dissertation, the franchisee’s dependence on the franchisor is defined as the degree to
which the franchisee needs the resources provided by the franchisor to achieve its goals
(Dwyer, 1984). In particular, the franchisee’s dependence on the franchisor would reflect
the franchisee’s evaluation regarding the value of the resources provided by the
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franchisor for which a limited number of alternatives are available (Hibbard, Kumar, &
Stern, 2001).
Communication
Extant literature recognizes the importance of interorganizational communication
to partners in quasi-integrated channels who seek to attain mutual benefits (Mohr &
Nevin, 1990). Communication may be viewed as a bridge that makes it possible for
channel member firms to transfer knowledge (Koza & Dant, 2007). In this context,
communication may be conceptually defined as the quantity, periodicity, and quality of
information shared between exchange partners (Mohr, Fisher, & Nevin, 1996). Anderson
& Narus (1990, p. 44) assert that “the formal and informal sharing of meaningful and
timely information … focusing on the efficacy of information exchange rather than
quantity or amount” represents participative (or collaborative) communication.
Conflict
Extant literature has been paying a substantial amount of attention to intrachannel
conflict. Within the context of distribution channels, conflict is conceptually defined as
the general level of contention between exchange partners (Dant & Schul, 1992). There
is consensus that conflict represents one of the most omnipresent and potentially harmful
behavioral phenomena in channels of distribution (Gaski, 1984). Indeed, any formal or
informal relationship involving commercial transactions between two or more firms has
the potential for conflict (Spinelli & Birley, 1996; Bradford, Stringfellow, & Weitz, 2004;
Hagel & Brown, 2005). Thus, intrachannel conflict is regarded as inescapable and
always present in functioning relationships (Gerzon, 2006).
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Relationship Climate
Academic research in the area of franchised channels of distribution has been
steadily developing along two major disciplinary orientations and research streams (i.e.,
economic and behavioral) that are evident at the level of distribution channel theory
(Stern & Reve, 1980). Notwithstanding that the two major research streams are
concerned with quite different aspects of franchised marketing channels, it is understood
that economic aspects have substantial implications for behavioral aspects and vice versa
(Hopkinson & Hogarth-Scott, 1999). The economic stream of research is guided by
micro-economic theory that views franchising as an economically efficient channel form
offering certain advantages to the franchisor that are not attainable through fully
integrated channels; it focuses on explaining why a manufacturer favors the franchised
channel mode over the alternative approach of integrating growth within the firm. In
contrast, the behavioral stream of research examines behavior of the members of
franchised channels and focuses on phenomena such as power, conflict, trust,
commitment, cooperation, and satisfaction within franchise relationships. Because the
behavioral stream of research revolves around the nature (Hough, 1986; Stanworth, 1991)
and the behavioral aspects of the dyadic franchisee-franchisor relationship (Zeller,
Achabal, & Brown, 1980; Sibley & Michie, 1982; Knight, 1986; Storholm, 1992;
Dandridge & Falbe, 1994), the insights generated by this stream of research are valuable
in gaining an understanding of what is meant by relationship climate in the franchised
channel of distribution.
According to Reve and Stern (1986), relationship climate is generally reflected in
the prevalent dispositions and feelings that exist in an interorganizational relationship.
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This dissertation regards the concept or relationship quality (Crosby, Evans, & Cowles,
1994) as the most accurate representation of whether or not the prevalent dispositions and
feelings in the dyadic franchisee-franchisor relationship are cooperative or adversarial in
nature. Kumar, Scheer, and Steenkamp (1995a) as well as De Wulf, OdekerkenSchröder, and Iacobucci (2001) argue that relationship quality provides the best appraisal
of relationship strength. Relationship quality may be conceptually defined as a
comprehensive evaluation of the health of a relationship (Garbarino & Johnson, 1999).
Extant literature tends to view relationship quality as a global concept that brings together
the different but related aspects of a relationship (e.g., Kumar, Scheer, & Steenkamp,
1995a; Dorsch, Swanson, & Kelley, 1998). Recognizing that no single dimension is
sufficient to denote the “overall depth or climate” of a relationship (Johnson, 1999, p. 6),
this dissertation views relationship quality as represented by a combination of
commitment, trust, relationship satisfaction, and relationalism.
Commitment
There is a clear consensus in extant empirical literature that for building
successful relationships, commitment represents an important ingredient (Dwyer, Schurr,
& Oh, 1987; Ganesan, 1994; Mohr & Spekman, 1994; Morgan & Hunt, 1994; Gundlach,
Achrol, & Mentzer, 1995; Varadarajan & Cunningham, 1995; Andaleeb, 1996; Geyskens
et al., 1996; Jap, 1999). Commitment may be conceptually defined as “an enduring
desire to maintain a valued relationship” (Moorman, Zaltman, & Deshpandé, 1992, p.
316). Commitment has been found to foster cooperation, promote the long-term view of
a relationship, and improve profitability (Anderson & Weitz, 1992; Morgan & Hunt,
1994; Andaleeb, 1996).

14

Although currently there is no consensus as to what exactly constitutes the
concept of commitment, Geyskens et al. (1996) assert that from the interorganizational
perspective, it is important to distinguish between affective commitment and calculative
commitment. On the one hand, affective commitment represents an aspiration to
continue a relationship due to the positive affect toward, and identification with, the
partner (Kumar, Scheer, & Steenkamp, 1995a, b). Affective commitment stems out of an
appreciation of a partner, satisfaction with the cooperation, and a sense of allegiance and
devotedness (Geyskens et al., 1996). On the other hand, calculative commitment reflects
the extent to which partners perceive the necessity to preserve the relationship because of
the substantial anticipated termination and/or switching costs associated with leaving
(Geyskens et al., 1996). According to Allen and Meyer (1991), calculative commitment
stems out of a careful cost-and-benefit analysis with a particular emphasis on the sunk
costs incurred by making prior investments in the relationship and the available ways to
recoup those investments.
Trust
Extant literature has identified trust as a central factor determining successful
cooperation (Dwyer, Schurr, & Oh, 1987; Ganesan, 1994; Mohr & Spekman, 1994;
Morgan & Hunt, 1994; Gundlach, Achrol, & Mentzer, 1995; Varadarajan &
Cunningham, 1995; Jap, 1999). Trust may be conceptually defined as “confidence in an
exchange partner’s reliability and integrity” (Morgan & Hunt, 1994, p. 23).
It is generally accepted to describe trust in terms of two components: credibility
and benevolence (Ganesan, 1994; Mayer, Davis, & Schoorman, 1995; Andaleeb, 1996;
Doney & Cannon, 1997; Das & Teng, 1998; Siguaw, Simpson, & Baker, 1998; Baker,
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Simpson, & Siguaw, 1999). While credibility reflects the extent to which one partner
believes that the other possesses the expertise required to carry out its tasks in an
effective and reliable manner, benevolence reflects the extent to which one partner
believes that the other has motives and intentions that may be beneficial to the former
under a new set of conditions.
Relationship Satisfaction
Satisfaction in an interorganizational relationship revolves around the roles
adopted and played by the individual parties (Murstein, 1977). It is important how a
party perceives and cumulatively evaluates its counterpart’s efforts to maintain the
relationship over its history (Frazier, 1983). Relationship satisfaction, therefore, goes a
step beyond satisfaction with the general exchange and may be conceptually defined as
an affective or emotional condition that comes as an evaluative reaction to a wide variety
of interaction experiences (Westbrook, 1981; Crosby, Evans, & Cowles, 1994; Reynolds
& Beatty, 1999).
Relationalism
Among the different theories that shed light on the various mechanisms that
govern economic transactions, Macneil’s (1980) relational contracting theory has been
accepted by the extant marketing channels literature as a major theoretical foundation of
research aimed at achieving a more refined understanding of business relationships. The
general atmosphere of a relationship is autonomous from the formal governance structure
within which a relationship endures and has been recognized as a critically influential
determinant of the nature of the context within which exchanges take place (Ivens &
Blois, 2004). The atmosphere of a relationship affects the degree of stability of the
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environment within which exchanges occur, as “soft” relationship features (i.e., relational
norms) (as opposed to “hard” relationship features of formal contracts, formalized
decision structures/procedures, and economic safeguards) evolve throughout multiple
interactions into recurrent behavior, thereby essentially representing augmentations,
enhancements, and modifications of the original rules (Gundlach & Achrol, 1993). As
such, relational, also known as social or cooperation, norms are regarded as benchmarks
for the assessment of partners’ behavior (Cannon, Achrol, & Gundlach, 2000). Ivens
(2002) argues that relational norms make it possible to evaluate the degree of conformity
of a channel member’s actions to the agreed-upon standards, complete the existing
written agreements, and set ground rules for conflict resolution. Drawing on extant
literature (Kaufman & Stern, 1988; Boyle et al., 1992; Dant & Schul, 1992; Heide &
John, 1992; Kaufmann & Dant, 1992; Gundlach, Achrol, & Mentzer, 1995; Lusch &
Brown, 1996; Simpson & Mayo, 1997; Siguaw, Simpson, & Baker, 1998; Cannon &
Perreault, 1999; Paswan & Young, 1999; Cannon, Achrol, & Gundlach, 2000; Jap &
Ganesan, 2000; Bello, Chelariu, & Zhang, 2003), this dissertation focuses on the
following relational norms: flexibility, solidarity, mutuality, and harmonization of
conflict.
First, the norm of flexibility is reflected in a reciprocal expectation of willingness
to adapt to the changing circumstances (Boyle et al., 1992; Heide & John, 1992;
Gundlach, Achrol, & Mentzer, 1995). Given the volatility of the market conditions and
the circumstances of the parties to an exchange relationship, it is typical for the original
agreement to undergo modifications as the environment evolves (Cannon, Achrol, &
Gundlach, 2000).
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Second, the norm of solidarity reflects the degree to which the safeguarding of an
exceptional and stable relationship is perceived by the exchange partners as being
important (Kaufmann & Stern, 1988). It follows, therefore, that the norm of solidarity
characterizes a reciprocal expectation that the relationship is valued and dictates
behaviors that are conducive to relationship continuation (Heide & John, 1992).
Third, the norm of mutuality expresses the propensity to share responsibility and
reflects the attitude that each party’s success is largely determined by everyone’s success
(Cannon, Achrol, & Gundlach, 2000). Boyle et al. (1992) posit that the norm of
mutuality encourages the parties to an exchange to calculate benefits with the long-term
perspective in mind instead of focusing on each separate transaction in isolation.
And finally, the norm of harmonization of conflict reflects the extent to which a
motivation for mutual compromise toward collaborative ends exists (Cannon, Achrol, &
Gundlach, 2000). Gundlach, Achrol, and Mentzer (1995) suggest that the norm of
harmonization of conflict focuses the attention of the parties to an exchange on reaching
mutually satisfactory compromises, thereby diminishing the likelihood of legal
procedures and/or third-party involvement for conflict resolution.
Factors Influencing Relationship Climate
The conceptual model of franchisee alienation proposes that the franchisee forms
perceptions of the relationship climate on the basis of assessing such characteristics of the
franchised channel’s operating environment as dependence, conflict, and communication.
The discussion below leads to the formulation of the corresponding hypotheses.
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Effects of Dependence on Relationship Quality
Buchanan (1992) and Frazier (1983) posit that firms that are relatively dependent
on their channel members rely upon the preservation of their relationships to be able to
attain their goals in the long run. It follows, therefore, that the franchisee that is
relatively dependent on the franchisor is unlikely to promote deterioration of its
relationship with the franchisor. However, Kotter (1979) argues that high degrees of
dependence can pose a substantial threat to a firm’s subsistence and autonomy. Besides,
when the franchisor controls resources that the franchisee wants or needs, it acquires
power, which makes it possible for the franchisor to exert considerable coercive influence
over the franchisee. The above discussion makes it possible to state the following
hypothesis:

Hypothesis 1: As perceived by the franchisee, the higher the level of the
franchisee’s dependence on the franchisor, the lower the level of the franchiseefranchisor relationship quality.

Effects of Communication on Relationship Quality
Mohr and Nevin (1990, p. 36) view communication as “the glue that holds
together a channel of distribution”. Mohr and Spekman (1994) and Larson (1991) argue
that through participative communication, a channel member receives access to new
channels and markets, cost savings, shorter lead times, technology and process
innovations, market feedback, and consistent quality. Moreover, by exchanging
information through repeated two-way correspondence, channel members reach
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coordination. In extant empirical literature, communication has been found to cultivate
faith in the endurance of the relationship as well as to diminish the level of dysfunctional
conflict (Dwyer, Schurr, & Oh, 1987; Anderson & Weitz, 1989; Anderson & Narus,
1990). Studies have also shown that communication fosters collaborative conflict
resolution behaviors and positively influences the willingness and ability of business
partners to interface effectively (Mohr, Fisher, & Nevin, 1996; Koza & Dant, 2007). In
addition, timely communication (Moorman, Deshpandé, & Zaltman, 1993) has been
shown to promote trust by making it easier to overcome disagreements and synchronizing
perceptions and expectations (Etgar, 1979).
Members of franchised channels of distribution enjoy similar benefits of
communication. According to Mohr and Spekman (1994, p. 139), “the availability of
information allows people to complete tasks more effectively, increasing levels of
satisfaction and partnership success.” Bradach (1997) explains that once the franchisee
joins the franchise system, the franchisor keeps ongoing contacts with it. According to
Fulop (2000), such ongoing contacts represent a source of non-coercive power that the
franchisor may choose to make use of. Besides, Gassenheimer, Baucus, and Baucus
(1996, p. 71) assert that “participative communication instills trust, aligns personal and
collective goals, and encourages franchise partners to maintain favorable perceptions
about the relationship.” Thus, given the above discussion, the following hypothesis is
stated:
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Hypothesis 2: As perceived by the franchisee, the higher the level of the
franchisee-franchisor communication, the higher the level of the franchiseefranchisor relationship quality.

Effects of Conflict on Relationship Quality
Although conflict can be either functional or dysfunctional (Pondy, 1967), the
beneficial characteristics of conflict begin to dissolve at an increasing rate as soon as a
certain level is reached at which conflict starts to exhibit itself as discontent with the
relationship (Schul, 1987). Even though a channel member’s discontent may be triggered
by a wide variety of factors (Gaski, 1984), there is agreement in extant literature that
unless partners are pleased with the outcomes of attempted conflict resolutions,
intrachannel conflict will inevitably evolve through a progression of stages (latent,
perceived, felt, manifest, and aftermath) (Pondy, 1967; Pondy & Huff, 1985; Price, 1991;
Morrill & Thomas, 1992) and will eventually disintegrate the relationship (Pondy &
Huff, 1985). Moreover, studies have shown that channel members are more likely to
resolve conflicts to their satisfaction if they demonstrate cooperative orientation (as
opposed to conflictive orientation) toward each other (Leonidou, Kastikeas, &
Hadjimarcou, 2002). While cooperative orientation is defined as “the motivational
orientation channel members exhibit toward each other when they display concern for the
welfare of other members as an outcome of past interactions”, conflictive orientation is
understood as “the motivational orientation channel members exhibit toward each other
when they choose to display open tension, hostility, frustration, antagonism, etc. with
other members as an outcome of past interactions” (Koza & Dant, 2007, p. 4).
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Similarly, in the context of franchised channels of distribution, the threshold
model of conflict proposes that beyond a certain inflection point in conflict escalation,
overt conflict will have an increasingly detrimental effect on performance of the
franchisee (Rosenberg & Stern, 1971), thereby considerably undermining the franchisee’s
satisfaction (Morrison, 1997) with the franchisee-franchisor relationship. Moreover,
Anderson and Weitz (1992) show that as the overall level of intrachannel conflict rises, a
channel member is more likely to have doubts about the long-term orientation of its
counterpart and/or be unwilling to constructively contribute to the process of forging and
maintaining the relationship, thereby damaging the mutual perceptions of trust and
commitment. Therefore, the above discussion leads to the formulation of the following
hypothesis:

Hypothesis 3: As perceived by the franchisee, the higher the level of the
franchisee-franchisor conflict, the lower the level of the franchisee-franchisor
relationship quality.

Consequences of Relationship Climate
The above discussion describes the likely process through which the franchisee
cognitively processes overt cues that are emitted by the franchised channel’s operating
environment to make inferences about the state of the franchisee-franchisor relationship.
This dissertation makes an assumption that as the franchisee is constantly comparing the
actual state of its relationship affairs with the franchisor to the ideal state of such affairs,
the franchisee may perceive any substantial negative deviation from the desired level of
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the franchisee-franchisor relationship quality as dissonant and disturbing. Such
perceptions on the part of the franchisee are pathological in a sense that they fall into the
same category of conditions that are believed to depart and/or deviate from the normal
mode of the functional franchisee-franchisor relationship (e.g., dissatisfaction,
dysfunctional conflict, anger/hostility, etc.). This dissertation also takes a position that
the quintessential dyadic franchisee-franchisor relationship can be regarded as the
fundamental building block of the psychic structure of the franchised channel of
distribution and, therefore, plays an unequivocally substantial role in both the normal
functioning of the franchised channel of distribution and the development of channel
pathologies (Greenberg & Mitchell, 1983). Hence, the perception of such a considerable
imminent threat originating in its immediate operating environment is likely to trigger
behavioral responses on the part of the franchisee that are aimed at rectifying the adverse
environmental conditions. This is consistent with behavior constraint theory.
Reflecting on the original experiments that led to the development of behavior
constraint theory, Rosenhan and Seligman (1989) explain that the focus of those early
laboratory experiments was on the influence of prior classical conditioning on later
instrumental learning. While in the original experiment Maier, Overmier, and Seligman
subjected dogs to mild electric shocks, in his experiments involving humans, Hiroto
(1974) subjected students to different levels of noise. In both cases, the experiment
participants commenced behavioral actions with the aim of avoiding the disturbing
stimuli. In the former case, the researchers observed specifically that the shocks applied
to a dog resulted in approximately thirty seconds of hectic activity performed in the hope
of escaping the shocks. In the latter case, the researchers observed specifically that a
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student attempted to press a button in order to abort the noise. However, the research
questions that this dissertation is aspiring to answer require a far more sophisticated
typology that could be used to better grasp the variety of possible responses that the
franchisee may manifest when confronted with the deteriorating quality of the franchiseefranchisor relationship. Specifically, the conceptual framework of the franchisee’s
response behaviors in light of the relational pathologies that is utilized in this dissertation
is based on the extant economics (Hirschman, 1970), psychology (Rusbult, Rusbult,
Zembrodt, & Gunn, 1982), and marketing (Ping, 1993, 1995, 1997, 1999; Hibbard,
Kumar, & Stern, 2001) literatures.
Hirschman’s (1970) influential research in the contexts involving individuals and
organizations suggests that there are three possible general responses to disagreements in
exchange relationships: exiting the relationship (e.g., discontinuing purchasing the firm’s
product(s), leaving the organization), using voice (e.g., actively engaging the counterpart
in an effort to resolve problems), and remaining loyal (e.g., doing nothing, but at the
same time agonizing quietly and hoping that the conditions will eventually improve).
Since then, the original conceptual framework has been empirically tested in various
research contexts including interpersonal exchange relationships (e.g., Rodin, 1982;
Rusbult, Rusbult, Zembrodt, & Gunn, 1982) and employee-employer relationships
(Mobley et al., 1979) and subsequently introduced into the context of marketing channels
by Ping (1993, 1995, 1997, 1999) who argues that the framework is useful when
investigating channel members’ responses to global relationship dissatisfaction. For
purposes of this dissertation, the franchisee’s possible responses to a perceived low level
of the quality of the franchisee-franchisor relationship are classified using the typology
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that has recently been refined in the distribution channels literature by Hibbard, Kumar,
and Stern (2001).
Exit
Hibbard, Kumar, and Stern (2001) conceptually define exit as “a propensity to
terminate or threats to discontinue the relationship” and designate this concept as
“threatened withdrawal” (p. 46). In turn, Ping (1993) contends that a channel member
may exhibit “relationship neglect” (i.e., a more acquiescent disconnection from the
relationship) by not caring about the relationship, expending no effort to maintain it, and
manifesting a willingness to let the relationship deteriorate. Neglecting a relationship
essentially means allowing the relationship to deteriorate and has to do with a firm
emotionally exiting a problematic relationship (Ping, 1993). Hibbard, Kumar, and Stern
(2001) designate the concept that incorporates both “threatened withdrawal” and
“relationship neglect” as “disengagement”.
Voice
Hibbard, Kumar, and Stern (2001) point out that there may be two different
perspectives of looking at voice. On the one hand, voice can be understood through a
more positive prism as a response that is characterized by engaging into a constructive
discourse with the goal of reaching a mutually satisfying compromise with the
counterpart. On the other hand, voice can be understood through a negative prism as a
response that is characterized by directly and assertively criticizing the counterpart.
While Hibbard, Kumar, and Stern (2001) designate the former version of the concept of
voice as “constructive discussion”, they designate the latter version of the concept of
voice as “venting”.
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Loyalty
Hibbard, Kumar, and Stern (2001) note that while loyalty can be manifested as
practice of good citizenship in conjunction with the anticipation of future improvements,
the original conceptualization of loyalty by Hirschman (1970) included the feeling of
quiet agony in conjunction with viewing the problem as an episodic phenomenon, which
will sooner or later resolve itself. Hibbard, Kumar, and Stern (2001) designate the
concept of loyalty as “passive acceptance”.
As suggested by Holmes (1981), in order to understand behaviors of social actors
in situations that involve disagreements, one must take into account the influence of
“macromotives”, which represent deeply-rooted generally stable dispositions and broad
characteristics of the relationship. Interfirm power structure can be regarded as a key
micromotive within the franchised channel of distribution. Power is conceptually defined
as the capacity of a channel member to manipulate or affect the decision variables of its
counterpart (El-Ansary & Stern, 1972) and essentially reflects a channel member’s
aptitude to exert influence on its counterpart’s mindset, dispositions, and actions.
An important property of interfirm power structure is interorganizational power
asymmetry in a dyad, which, in the context of franchised channels of distribution, is
understood as the difference between franchisee power and franchisor power (Gundlach
& Cadotte, 1994). As the franchisor usually has relatively more power within the dyad,
in order to achieve its objectives in the long run, the franchisee will likely have to resort
to the use of problem-solving techniques to resolve intrachannel conflict (Dant & Schul,
1992). Hence, it is reasonable to expect the franchisee to utilize more considerate tactics
in its interactions with the franchisor.
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Furthermore, from the perspective of transaction cost analysis (TCA)
(Williamson, 1975, 1979, 1985), contractual relationships may be distinguished in terms
of the existence of transaction-specific assets. Transaction-specific assets are understood
as tangible and intangible assets that serve the function of supporting exchange and
which are essentially limited to the exchange relationship. In the event when the
relationship is terminated, the value of transaction-specific assets is generally lost due to
their low salvage value outside of the context of the relationship. To the franchisee, the
climate of the relationship with the franchisor is a transaction-specific asset because its
value is comparatively high and important as opposed to relationships with alternative
franchisors. Therefore, the franchisee has a stake in safeguarding this particular asset
through the utilization of more benevolent tactics in its interactions with the franchisor.
The above discussion makes it possible to state the following hypotheses:

Hypothesis 4 a : As perceived by the franchisee, relationship climate is positively
associated with the use of constructive discussion.

Hypothesis 4 b : As perceived by the franchisee, relationship climate is positively
associated with the use of passive acceptance.

Hypothesis 4 c : As perceived by the franchisee, relationship climate is negatively
associated with the use of disengagement.
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Hypothesis 4 d : As perceived by the franchisee, relationship climate is negatively
associated with the use of venting.

Consequences of Franchisee Responses
Behavior constraint theory proposes that having behaviorally responded to an
unfavorable environmental stimulus, the social actor will make a preliminary assessment
of whether his/her goal of alleviating the distress has actually succeeded or failed.
Ultimately, such a preliminary assessment enables the social actor to make a conclusion
about controllability of outcomes.
In its initial formulation, behavior constraint theory stipulates that a certain
outcome is uncontrollable for the social actor when the materialization of the outcome is
not related to the social actor’s responding. From a different angle, if the probability of
an outcome is constant whether or not a given response takes place, then the outcome is
said to be unconnected to that response. When this holds for all intentional responses, the
outcome is considered uncontrollable for the social actor (Seligman, Maier, & Solomon,
1971). Contrarily, if the probability of the outcome when some response is given is
unequal to the probability of the outcome when the response is not given, then the
outcome is believed to be contingent upon that response (i.e., the outcome is
controllable).
For example, in his experiment, Hiroto (1974) made groups of college student
participants vulnerable to either powerful controllable noises, which they could abort by
pressing a button four times, or totally uncontrollable noises, which were aborted
autonomously regardless of the participants’ behavioral responses. Another group of
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participants was not exposed to any noise at all. In the course of the experiment, all the
participants were tested in a setting in which it was possible for them to exercise control
by aborting the noise at any time. The obtained results indicated that the groups that had
either been subjected to the noise that could be controlled or no noise at all succeeded in
the task of figuring out a way to abort the noise in the subsequent test setting, whereas the
participants who had previously been exposed to uncontrollable noise failed to abort
noises during the subsequent test. In this example, success means being able to turn off
the noise, thus removing the hostile environmental influence. To the contrary, failure
means being unable to terminate the noise, thus having to continue experiencing the
unfavorable environmental influence.
It should be noted that the extant psychology literature (e.g., Weiner, 1972) treats
the terms success and failure as referring to outcomes. While success refers to obtaining
a desired outcome, failure refers to not obtaining a desired outcome. Therefore, the term
failure does not encompass all cases of uncontrollability. The correct way to look at
failure is to consider it a subset of uncontrollability involving negative outcomes. Extant
literature has established that uncontrollable positive events produce motivational and
cognitive deficits in social actors (e.g., Griffiths, 1977). This dissertation takes a position
that the notion of uncontrollability is more comprehensive as compared to failure,
because it makes predictions concerning both failure and noncontingent success.
In case of the franchisee behaviorally responding (with constructive discussion,
passive acceptance, disengagement, or venting) to the perceived deterioration in the
franchisee-franchisor relationship quality, the franchisee’s perception of controllability of
the outcomes is likely to be formed on the basis of the franchisee’s preliminary
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assessment of success measured in terms of the franchisee’s ability to attain the desired
outcomes. Specifically, while the franchisee will perceive the outcomes as controllable if
the franchisee is able to improve the franchisee-franchisor relationship quality through its
behavioral responses, the franchisee will perceive the outcomes as uncontrollable if the
franchisee-franchisor relationship quality remains the same or deteriorates following the
franchisee’s behavioral responses (i.e., the franchisee fails/is unable to attain the desired
outcomes).
Within the analytical framework of agency theory, the assumption that the
economic actor will attempt to reap maximum personal benefit is reflected in the notion
of control. The franchisor exercises control to protect the brand name and to make
certain that the franchise system is perceived as coherent and uniform by the customers.
Further, the franchisor uses control for purposes of minimizing the risk associated with
opportunism by transferring such risk to the franchisee through a behavior-based and/or
outcome-based contract (Eisenhardt, 1989) and ensuring that the franchisee acts in strict
compliance with the franchise contract.
Felstead (1991) argues that the franchise agreement legally obligates the
franchisee to accept a hierarchical system of social and economic relations by conforming
to the procedures promoted by the franchisor. In turn, Birkeland (1995) posits that the
execution of structural control by the franchisor is effectively facilitated through the
inherent asymmetry in the franchisor-franchisee relationship, the dependence of the
franchisee on the franchisor’s decisions, royalty fees, and the constraints on the
interaction of the franchisee with other franchisees belonging to the same franchise
system. Dant and Gundlach (1999) argue that the franchisee relies on the franchisor for
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the functioning support system and technical guidance on how to implement the concept.
The franchisor may also force the franchisee to purchase designated raw materials
through financial assistance and/or discounts, impose sanctions against the franchisee,
threaten to take legal action against the franchisee, and unilaterally invalidate the existing
franchise contract (Birkeland, 1995). The central idea, therefore, is that it is in the
franchisor’s best interest to emphasize homogeneity and uniformity with respect to the
product/service and maintain a high level of control over day-to-day operations to ensure
standardization. As a result, the level of autonomy, which is understood as the capacity
or the will to think and act independently (Dant & Gundlach, 1999), enjoyed by the
franchisee is severely constrained by contractual clauses (Felstead, 1993), thereby
inhibiting the franchisee’s efficacy.
Ultimately, the empirical findings by Lockhart (1978) suggest that the type of
tactics to which parties resort in attempts to resolve disagreements influences the
perceptions of whether or not the desired outcomes have been attained. In franchiseefranchisor dyads, the franchisor’s recognition of the franchisee’s conflict resolution
behavior is likely to affect the franchisor’s willingness to cooperate with the franchisee.
In line with the argument presented by Kaufmann and Stern (1988), while the benevolent
conflict resolution tactics are likely to lower the level of the franchisor’s hostility towards
the franchisee, the malevolent conflict resolution tactics are bound to escalate the level of
the franchisor’s hostility towards the franchisee. In light of the above discussion, the
following hypotheses are formulated:
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Hypothesis 5 a : As perceived by the franchisee, the use of constructive discussion
is positively associated with controllability.

Hypothesis 5 b : As perceived by the franchisee, the use of passive acceptance is
positively associated with controllability.

Hypothesis 5 c : As perceived by the franchisee, the use of disengagement is
negatively associated with controllability.

Hypothesis 5 d : As perceived by the franchisee, the use of venting is negatively
associated with controllability.

Consequences of Franchisee Perceptions of Controllability of Outcomes
The concept of alienation was central to Roman law, medieval psychiatry, English
political economy, and Hegelian philosophy. Langman and Kalekin-Fishman (2006)
explain that the widespread interest in and concern with alienation characterized the
1950s and the 1960s. As political activism among minorities, women, and antiwar
protesters triggered progressive political changes in the Americas and in Europe, concern
with alienation decreased in its intensity in the late 1960s and the 1970s. The 1980s and
the 1990s saw a further decline of sociological interest in alienation, as theorists started
treating the grand narratives of modernity related to alienation with suspicion and
subsequently shifted the focus to postmodern/poststructuralist theories. However, the
interest in theories of alienation has recently re-intensified under the conditions of
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technologically advanced neo-liberal capitalism in its global form. Although alienation
has for quite a substantial period of time been a predominant notion in the writings of
social scientists of the last two centuries (Mizruchi, 1973), contemporary theorists across
various disciplines are now rediscovering this complex concept.
Although the word alienation is rather generalizable and vague, it continues to be
developed as an essential concept reflecting important features of existence in
contemporary societies. Throughout the history of its use, the concept of alienation has
appeared in a wide variety of disciplines and contexts. Having been extensively utilized
as a generic concept, a scientific term, a common expression, and a cultural symbol,
alienation has become semantically rich to such an extent that Hardin (1956) would
describe it as a “panchreston”, i.e., an overgeneralized scientific concept, which, in an
effort to explain all, explains virtually nothing (Johnson, 1973b). Such concepts are often
used as buzzwords, because they convey more feeling than meaning. Notwithstanding
that the term has gained a central position in disciplines like sociology, political science,
psychology, and philosophy, “… we shall always be reduced to confusion when we read
about alienation” (Kaufmann, 1970, p. XIII).
Both the popular and the scholarly literatures are equally affected by the bias on
the part of contemporary social scientists to view alienation as categorically a
Postreformation or Postindustrial phenomenon. However, as individuals and groups,
people have been actively or passively cut off from significance, meaning, and power
since ancient times (Lorenz, 1970). Therefore, historians, theologians, and philosophers
contend that alienation should be perceived primarily as a social phenomenon or human
experience that has manifested itself throughout the recorded history of humankind.

33

Proponents of the historical perspective assert that “studying the outcomes of the “alien”,
heretical, and “insane” as they have lived in the past may be used to aid in the selection
of genuinely dangerous and terrifying aspects of alienation, in contrast to some of the
cyclical, innocuous, and creative features of some of the contemporary manifestations of
alienation” (Johnson, 1973b, pp. 10-11).
Bell (1966) affirms that the Romans regarded the Greek notion of ekstasis (i.e.,
the abandonment of one’s body in the mystery rites) as socially condemnable mental
alienation. In turn, Schaar (1961) argues that the motif of the “tribeless, lawless,
heartless one” or the eternal wanderer can be traced back to the writings of Homer and
the dawn of the Jewish tradition. And further, illustrating the varieties of dissent, which
appear in medieval society from the eleventh century, Herlihy (1973) discusses the
rejection of norms of behavior defended by society at large (i.e., religious alienation), the
rejection of standard moral conceptions about love, marriage, and emotional fulfillment
(i.e., ethical alienation), and the rejection by groups within the ranks of scholars of
received opinions concerning the nature of the cosmos (i.e., intellectual alienation).
Thus, alienation has an ancient history; however, the dynamics in societal and
technological contexts have changed the nature in which the phenomenon is manifested.
The concept of alienation has been viewed through the prisms of two traditions,
the rational and the empirical. While the former is based on the writings of theologians
and philosophers, the latter is based on the writings of sociologists and social
psychologists (Denise, 1973; Macquarrie, 1973).
The rational tradition has utilized the term alienation predominantly as a
descriptive concept and promoted the view that the meaninglessness of human existence
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can be explicated through spiritual alienation or separation from God and moral
conventions. The existential loneliness of an individual is depicted in the enigmatic story
concerning Man, the Serpent, and the Forbidden Fruit. From the rational perspective,
alienation can be understood as states of separation of individuals from God, their own
bodies, their fellow individuals, and temporal institutions (e.g., the Church). This
approach is generally consistent with the themes of guilt, dualism of body and soul, and
sin. The focus on personal alienation directed attention to such phenomena of the
individual’s inner existence as cognitive life, moods, impulses, attributes, dispositions,
and attitudes. The writings of theologians and philosophers have consistently
emphasized the central theme of the primacy of individual existence, along with a focus
on anxiety, which accompanies the recognition of estrangement and powerlessness.
Modern theologians and philosophers tend to view alienation not merely as a cosmic
theme, but as a set of phenomena with compelling secular implications. The intellectual
advancement of the concept of alienation in the writings of theologians and philosophers
served as a firm basis for sociologists and social psychologists in the task of developing
contemporary explanations of alienation.
The empirical tradition has humanized and secularized the concept of alienation
in a sense that within this tradition, the individual is perceived to be separated from
his/her innate goodness through living in a denaturalizing social environment. When it
comes to viewing alienation as a psychological state of the individual (or as a collective
social phenomenon), empirically-oriented social scientists have been actively searching
for potentially scientific meanings within the concept of alienation and made significant
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contributions by codifying, operationalizing, and expanding the meaning of alienation as
a term.
The theoretical foundation laid by sociologists has been transferred to the
discipline of marketing and further advanced within the discipline. Similar to its
progenitor, the discipline of economics, the field of marketing has treated the concept of
alienation assuming that insignificance, powerlessness, and the lack of meaning can be
avoided through the possession of valuable material and financial resources. Indeed, the
possession and/or control of capital, real property, and objects of value have historically
been associated with security, opportunity, and prestige. Individuals’ efficacy in
functioning as workers and consumers of goods/services in a society may be viewed as a
factor influencing their susceptibility to various forms of alienation. Individuals as well
as groups in any society are affected by the manner in which resources are allocated and
used.
The marketing literature relevant to the concept of alienation (Mills, 1956; Pruden
& Longman, 1972; Allison, 1978; Bearden & Mason, 1983) implies that individuals have
connection with the economy through their roles as consumers. For the individual
consumer it is of high importance to receive treatment and recognition of his/her
fundamental humanity from other actors in the economy. Three potential sources of
alienation are apparent from this perspective.
First, it can be understood that a potential source of alienation is the dim future of
consumerism. In a post-scarcity economy, getting the best buy is associated with the
costs involved in comparing products, which are high relative to the savings. Second,
another potential source of alienation is the loss of identity by the individual. In
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contemporary marketplace, the individual consumes products that are produced for the
mass market and not customized to meet his/her personal preferences. As a result,
identical products are purchased by millions of others. And finally, in dealing with a
massive modern corporation, the individual customer feels unimportant because of the
impersonal treatment due to institutional changes and technological improvements that
facilitate economic efficiency.
For purposes of this dissertation, the concept of alienation needs to be considered
in the context of franchised distribution channels. Alienation has not been either
conceptually or empirically investigated in this particular setting. However, the recent
effort by Gaski and Ray (2001, 2004) represents a pioneering attempt to introduce
alienation into the general context of distribution channels, so that it can occupy a
respectable position in relation to other typically investigated social phenomena such as
power, conflict, dependence, role performance, and opportunism. Building on Seeman’s
(1959) seminal work, Gaski and Ray (2001) argue that four fundamental dimensions of
social alienation can be translated into the corresponding dimensions of channel
alienation. First, powerlessness may be understood in terms of lack of control and high
dependence on the part of a channel member. Second, as applied to a distribution
channel member, meaninglessness may stem from poor communication and role
ambiguity. Third, normlessness may involve ethically deviant tendencies or insufficient
role clarity in a relationship. And fourth, social isolation may manifest itself in a channel
member being excluded from channel coordination activities. Gaski and Ray (2004)
conceptually define channel alienation as “a sense of separation or estrangement from the
norms and values of distribution channel institutions and practices” (p. 164).
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In order to correctly position the concept of franchisee alienation in the context of
franchised channels of distribution, it is necessary to draw clear conceptual demarcation
lines between the focal concept of franchisee alienation and other separate but equally
important relationship pathologies such as conflict, relationship dissatisfaction,
opportunism, anger/hostility, failure, and learned helplessness. Table 1 below provides
an inventory of the conceptual definitions and representative studies. Further, a
conceptual definition of franchisee alienation is formulated on the basis of a review of
extant literature with a more in-depth discussion of its dimensions.

Table 1. Inventory of Construct Definitions and Representative Studies
Constructs

Franchisee alienation

Definitions
A sense of separation or estrangement from the norms
and values of distribution channel institutions and
practices.

Representative Studies

Gaski & Ray (2004)

Dant & Schul (1992)

Conflict

A general level of discord between the franchisee and
the franchisor.

Franchisee relationship
dissatisfaction

The franchisee’s cumulative attitude toward the
relationship with the franchisor.

Franchisee opportunism

A cheating-oriented breach by the franchisee of
explicit or implicit agreements about its proper or
compelled role behavior within the franchise system.

John (1984)

Franchisee anger/hostility

A strong feeling on the part of the franchisee of
displeasure and belligerence aroused through
interactions with the franchisor; a desire to get even.

Kaufmann & Stern (1988)

Franchisee failure

Franchisee learned helplessness

A change in ownership of the franchise outlet for a
variety of reasons (e.g., cancellation or termination of
the unit by the franchisor, transfer to another entity,
etc.) along the turnover-termination continuum.
Motivational, cognitive, and emotional deficits
experienced by the franchisee as a result of exposure to
uncontrollable events.
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Crosby, Evans, & Cowles (1990)

Holmberg & Morgan (2003)

Abramson, Seligman,
& Teasdale (1978)

When it comes to the context of franchised channels of distribution, franchisee
alienation may essentially denote disconnection (or aloofness) between the franchisee and
the franchise system with which the franchisee is affiliated. The disconnection is induced
by the objective circumstances of the operating environment of the franchise system and
is accompanied by torment and/or detriment (i.e., negative affects such as pessimism,
despair, and hostility).
From a different angle, franchisee alienation represents the franchisee’s
psychological feeling that results from the perception of a limitation or inhibiting
condition in the pursuit of a desired end or goal. Franchisee alienation may be related to
the failure on the part of the franchisee to encounter certain favorable conditions in the
operating environment of the franchise system, which, in the franchisee’s own
understanding, should be accessible to it. As an outcome, the franchisee experiences the
feelings of resentment and malignant separation from a variety of attractive ends, which it
may feel entitled to. For purposes of this dissertation, the concept of franchisee
alienation is treated as a four-dimensional one. The concept is viewed as comprised of
powerlessness, meaninglessness, normlessness, and social isolation.
The powerlessness dimension is conceptually defined as a low confidence on the
part of the franchisee that the franchisee’s own behavior can control the materialization
of personal and social rewards within the franchise system. The extant marketing
channels literature views power primarily as an attribute of a relationship involving
channel members. In the context of a franchisee-franchisor relationship, franchisee
power would represent the franchisee’s capability to restrict the number and/or
effectiveness of the franchisor’s alternatives to act and/or react. The fundamental aspect
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of franchisee powerlessness is that behavior alternatives are diminished (probably due to
the lack of autonomy) in a sense that whatever behavior alternative the franchisee decides
upon, it is perceived – accurately or inaccurately – to be completely fruitless in bringing
about the reinforcements the franchisee seeks. Franchisee powerlessness may be viewed
as the outcome of disruptions within the franchise system’s operating environment,
generally resulting from “inaccurate” perceptions.
In turn, the meaninglessness dimension is conceptually defined as a low
confidence on the part of the franchisee that commensurate forecasts with respect to
future outcomes can be made. Meaning is given to incoming potential information by
placing it in the network of information stored already. Hence, franchisee
meaninglessness would reflect a subjectively perceived inability on the part of the
franchisee to assign meaning to future outcomes of behavior. As new information is
always associated with transformation, it inevitably brings about adjustments to the
franchisee’s decisional variables, gradually making them more complex. Under the
conditions when the franchise system is too simple and stable, the franchisee is likely to
be understimulated. Alternatively, if the franchise system becomes overly complex and,
as a result, approaches the state of constant change, it is likely to have a significant
untapped information potential. In other words, the overcomplicated operational
environment of the franchise system makes it impossible for the franchisee to fully grasp
meaning, thereby leading to oversimplification.
Further, the normlessness dimension is conceptually defined as a high confidence
on the part of the franchisee that socially unapproved means are essential in the
achievement of given goals. Within the franchised channel of distribution, norms have a
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behavior-steering function and serve as guidelines for action and/or reaction under certain
conditions with specified parameters. The norms prevailing in the franchise system may
be in conflict with the franchisee’s behavior resulting from the decision to strive towards
certain goals through the use of means that are defined by the franchise system as a whole
as unacceptable. Franchisee normlessness can be induced under the circumstances when
the franchise system’s norms are excessively rigid, do not reflect changes in the operating
environment of the franchise system, and are inconsistent and/or contradictory at any
given point in time.
And finally, the social isolation dimension is conceptually defined as a low
confidence on the part of the franchisee that embracement and social acceptance are
attainable. In other words, franchisee social isolation is viewed as a relative breakdown
of the franchisee’s interaction with the franchise system, whereby the franchisee does not
enjoy a positive relationship with the franchisor and/or is disassociated from the norms,
values, and culture of the franchise system. The discussion below focuses on how the
franchisee likely develops an affective reaction of alienation.
Behavior constraint theory posits that the encounter of uncontrollability results in
a generalized expectancy that consequences will be independent of responses (Klein &
Seligman, 1976). Further, it proposes that ascertaining that outcomes are beyond a social
actor’s control will result in three deficiencies: motivational, cognitive, and emotional
(Maier & Seligman, 1976). It should be emphasized, however, that mere exposure to
uncontrollability is in itself insufficient to render the social actor helpless. Rather, the
social actor must come to expect that outcomes are uncontrollable in order to manifest
helplessness (Miller & Seligman, 1975).
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First, the motivational deficit incorporates retarded commencement of intentional
responses and is considered a repercussion of the anticipation that outcomes are
uncontrollable. If the social actor anticipates that his/her responses will not influence
some future outcome, then the likelihood of expending such responses goes down.
Second, ascertaining that a given outcome is uncontrollable results in a cognitive deficit,
as such ascertaining makes it problematic to later discover that responses produce that
outcome. And finally, depressed affect is viewed as a consequence of ascertaining that
outcomes are uncontrollable. Consequently, the above discussion makes it possible to
deduce the following hypothesis:

Hypothesis 6 a : As perceived by the franchisee, controllability is negatively
associated with the affective reaction of alienation.

Moderating Role of Franchisee Causal Attributions
Behavior constraint theory is concerned with the causal attributions that the social
actor makes and designates the circumstances under which social actors expect that they
will be inept in controlling outcomes. Consistent with attribution theory, the social actor
would attribute his/her perceptions of controllability of outcomes to one of four causes:
ability, effort, task difficulty, or luck/chance (Heider, 1958; Weiner et al., 1971).
The utilized causal schema consists of two dimensions: stability and locus of
control. The dimension of stability reflects whether or not the cause changes over time.
While ability and task difficulty represent stable causes (i.e., they are relatively invariant
over time), effort and luck/chance are unstable (i.e., they change over time). In turn, the
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dimension of locus of control (Rotter, 1966) categorizes ability and effort as internal
causes (i.e., they lie within the social actor), whereas task difficulty and luck/chance are
categorized as external causes (i.e., they are controlled by the environment). There is
consensus in extant literature that the sociopsychological notion of attribution is useful in
explaining behaviors of members of channels of distribution (Frazier, 1983; Anand &
Stern, 1985; Anand, 1987; Scheer & Stern, 1992; Hibbard, Kumar, & Stern, 2001).
This dissertation does not directly examine the moderating role of the stability and
the locus of control dimensions in the linkage between the franchisee’s perceptions of
uncontrollability of the outcomes in the task of attaining the highly desirable goal of
improving the franchisee-franchisor relationship quality. However, both dimensions
form the basis for two advanced dimensions that are better suited for distinguishing
between different types of helplessness. As applied to the franchised channel of
distribution, two advanced attributional dimensions are of particular relevance to this
dissertation.
The first dimension is global-specific. If the franchisee attributes the perceptions
of uncontrollability of the outcomes to specific factors that will only apply in a narrow
band of settings, the franchisee will only anticipate that responding will be fruitless in
these particular situations. If the franchisee makes specific attributions for the
perceptions of uncontrollability of the outcomes, helplessness deficit will not necessarily
recur in new situations under new sets of circumstances. In contrast, if the franchisee
makes global attributions for the perceptions of uncontrollability of the outcomes,
helplessness will recur in a wide range of settings. Global attributions indicate to the
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franchisee that when the franchisee encounters new situations, the outcome will be
recurrently independent of the franchisee’s responses.
The second dimension is universal-personal. This dimension makes it possible to
distinguish between universal helplessness (i.e., the franchisee believes that a given
outcome is independent of all of the franchisee’s possible responses as well as the
responses of other franchisees) and personal helplessness (i.e., the franchisee believes
that there exist responses that will contingently produce a desired outcome but the
franchisee does not possess them). According to the criterion of internality (Abramson,
Seligman, & Teasdale, 1978), when the franchisee suspects that outcomes are more/less
likely to happen to it than to other franchisees, it makes an internal attribution for such
outcomes. From the perspective of social learning theory, the personally helpless
franchisee has low efficacy expectations paired with high outcome expectations (the
response producing a desired outcome is unavailable to it). Instead, the franchisee
attributes outcomes that it suspects are as likely to happen to it as to other franchisees to
external factors. From the perspective of social learning theory, the universally helpless
franchisee has low outcome expectations (no response produces a desired outcome). The
above discussion makes it possible to state the following hypotheses:

Hypothesis 6 b : The magnitude of the positive influence of the franchisee’s
perception of uncontrollability on the franchisee’s affective reaction of alienation
is greater when the franchisee makes universal (as opposed to personal)
attributions for such uncontrollability.
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Hypothesis 6 c : The magnitude of the positive influence of the franchisee’s
perception of uncontrollability on the franchisee’s affective reaction of alienation
is greater when the franchisee makes global (as opposed to specific) attributions
for such uncontrollability.

Consequences of Franchisee Alienation
Figure 2 depicting a conceptual model of franchisee alienation indicates that the
franchisee’s affective reaction of alienation has far-reaching repercussions for the
franchisee in terms of the behaviors of opportunism and performance as well as the
intentions to litigate against the franchisor and to dissolve the relationship with the
franchisor.
Effects of Franchisee Alienation on Franchisee Opportunism
The concept of opportunism originated in the transaction cost analysis (TCA)
literature and has been defined as “self-interest seeking with guile” (Williamson, 1975, p.
6). Barney (1990) argues that given a chance, economic actors may dishonestly seek to
serve their self-interests and that it is unclear who is reliable and who is not. Although
self-interest maximization is viewed as an omnipresent phenomenon by organization
economics (Donaldson, 1990), long-term relationships seem to be less vulnerable to the
pathology of opportunism (Bonoma, 1976).
According to Sibley and Michie (1982), franchisee-franchisor relationships are
established on the basis of agreed-upon and binding franchising contracts that are
concluded in order to preclude opportunistic behaviors on the part of the franchisee from
occurring. Heide and John (1992) report that more powerful (dominant) firms can extract
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safeguards. Hence, under the provisions of a typical franchising contract, the franchisor
exercises power to discourage franchisee free-riding actions. However, such monitoring
is not a panacea against the franchisee’s attempts to shirk responsibility for maintaining
performance quality at the level expected by the franchisor and engage in opportunistic
behavior by totally disregarding the interests of the franchisor and other franchisees in the
franchise system. Besides, franchisor control at the operational level is somewhat
constrained by human limitations to monitoring capacities or activities that require
decentralization (Dant & Gundlach, 1999).
John (1984, p. 279) posits that “the essence of opportunistic behavior is deceitoriented violation of explicit or implicit promises about one’s appropriate or required role
behavior.” In the extant marketing channels literature, Heide and John (1992) argue that
there is economic value associated with relational norms, which can be used to govern
interfirm relations, because such norms perform the important function of safeguarding
transaction-specific assets within the relationship. In a similar vein, John (1984)
advances the argument that it is the existence of norms in the channel context that makes
it possible to prevent opportunistic behavior.
Seeman (1959) initially conceptualized normlessness as a dimension of alienation
that is characterized by a high expectancy for socially unapproved behavior. Greene
(1978) points out that the extraordinary emphasis that modern organizations place on
success goals is strongly related to the use of expedient, though normatively undesirable,
means in their attainment by alienated organizational actors. Advancing his argument
further, Greene (1978) contends that the incentives for success pervade all organizational
levels and less powerful organizational actors are forced to turn to illegitimate means for
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attaining these goals, since more legitimate means are unavailable to them. Greene
(1978) also makes a valid point that as crimes of economic actors are relatively difficult
to prosecute due to the complexities associated with monitoring economic actors and
detecting such crimes, alienated organizational actors are increasingly likely to engage
into a wide range of opportunistic behaviors. And finally, Gundlach, Achrol, and
Mentzer (1995) suggest that in situations when commitment to the exchange is
disproportionate (as it is in the case of the alienated franchisee), the inclination on the
part of the less-committed party to behave in an opportunistic manner is higher. The
above discussion suggests the following hypothesis:

Hypothesis 7: As perceived by the franchisee, the higher the level of the
franchisee’s alienation, the higher the level of the franchisee’s opportunism.

Effects of Franchisee Alienation on Franchisee Performance
For purposes of this dissertation, the franchisee’s performance is conceptually
defined as the franchisee’s actual performance indicators including sales, profit, and
royalties paid to the franchisor (i.e., objective performance) as well as the franchisee’s
own perceptions about its financial performance and/or success of its franchisee
organization (i.e., perceptual performance) (Siguaw, Simpson, & Baker, 1998). While
Elango and Fried (1997) contend that in franchising research performance is typically
measured by the level of the franchisee’s satisfaction or by the franchisee’s achievement
of the goals and objectives set by the franchisor, Ahearne, Mathieu, and Rapp (2005)
assert that both objective and perceptual performance are relatively strong and accurate
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reflections of the fiscal success of the organization. Further, Lewis and Lambert (1991)
posit that the concept of performance is of critical concern to marketing channel
managers. And finally, Gaski (1984) argues that notwithstanding the managerial
significance of performance, it has not been included in the majority of empirical studies
that focus on relationships between marketing channel members.
The organizational behavior literature strongly suggests that the alienated
organizational actor exhibits general passivity and cannot be relied upon to take initiative
(Blauner, 1964). In turn, Larwood and Wood (1977) argue that cultural and
organizational conditioning that creates a sense of alienation encourages passive behavior
on the part of organizational actors, thereby reducing the probability of assertive and
aggressive behaviors when they are appropriate. Further, Argyris (1957) contends that
alienated organizational actors eventually become shaped by the system and are no longer
capable of demonstrating behavior that is creative and mature even if such behavior is
desired and rewarded. And finally, Stedry and Kay (1966) report that organizational
actors decrease their levels of productivity when they think that the achievement of
imposed goals is not possible.
Empirical evidence in the extant marketing channels literature provides some
valuable insights pertinent to the issue of performance within franchised channels of
distribution. Hunt and Nevin (1974) show that the franchisee performs better when it
thinks highly of the quality of its interaction with the franchisor, the quality of
operational assistance provided by the franchisor, and the attractiveness of the existing
reward structure. Besides, Schul, Little, and Pride (1985) suggest that the franchisee’s
performance is positively related to the perceived autonomy and fairness of the
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relationship. The review presented above makes it possible to formulate the following
hypothesis:

Hypothesis 8: As perceived by the franchisee, the higher the level of the
franchisee’s alienation, the lower the level of the franchisee’s performance.

Effects of Franchisee Alienation on Franchisee Intention to Litigate
For purposes of this dissertation, the franchisee’s intention to litigate is
conceptually defined as a deliberation on the part of the franchisee to assume the role of a
plaintiff by actually filing a lawsuit against the franchisor in the foreseeable future.
There is a consensus in extant empirical literature that economic actors generally
prefer to resolve disputes informally whenever possible and tend to resort to the use of
formal institutional mechanisms for the resolution of disagreements only under extreme
circumstances (e.g., Macaulay, 1963; Kaufmann & Stern, 1988; Dant & Schul, 1992;
Kenworthy, Macaulay, & Rogers, 1996; Koza & Dant, 2007). The preference in favor of
the use of informal mechanisms for the resolution of disputes is particularly apparent in
relational (as opposed to discrete) exchanges (Macneil, 1980).
The quintessential functional dyadic franchisee-franchisor relationship may be
characterized as an enduring, uninterrupted, and involved relationship that is focused
primarily on the preservation of the relationship, thereby placing a relatively weaker
emphasis on individual transactions (Kaufmann & Stern, 1988). As the franchisee and
the franchisor become familiar with each other by engaging in recurring transactions,
their periodic interactions coupled with augmented prospects of future interactions create
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favorable conditions for the emergence of relational norms and cooperative behaviors
(Birkeland, 2002). Hence, under the conditions of a normally functioning dyadic
relationship with the franchisor, the franchisee is unlikely to form an intention to litigate
due to the fact that formal litigation requires considerable expenditures in terms of both
financial and human capital, is detrimental to working business relationships, and
incorporates a somewhat hazardous and intricate mix of reputational externalities
(Macaulay, 1963). Moreover, a functional dyadic relationship between the franchisee
and the franchisor is likely to be governed, at least in part, by the social norm of
harmonization of conflict, which may be understood as the degree to which both the
franchisee and the franchisor view conflict resolution as informal and internal (Kaufmann
& Dant, 1992). The norm of harmonization of conflict is generally effective in
promoting a cooperative (as opposed to a confrontational) environment for reaching
compromises (Cannon, Achrol, & Gundlach, 2000), thereby considerably diminishing the
likelihood of the use of formalized procedures and the involvement of outside parties in
the process of resolving disagreements (Gundlach, Achrol, & Mentzer, 1995).
At the same time, however, studies in various disciplines clearly indicate that
business litigation is a rather common and frequently occurring phenomenon (e.g., Cheit,
1990; Dunworth & Rogers, 1996). The extant literature examining business litigation has
explicated environmental conditions that inhibit the development of long-term
relationships (Macaulay, 1963), slow rates of industry growth (Munger, 1986; McIntosh,
1990; Galanter & Rogers, 1991), and the transformational (as opposed to the
transactional) industry orientation (Wallis & North, 1986) as predictors of
inteorganizational litigation. Despite the macroenvironmental conditions of the franchise
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system that are generally conducive to successfully avoiding formal litigation, the
franchising industry has seen its fair share of business litigation. Studies demonstrate that
franchisees file lawsuits against franchisors who mislead franchisees about various
aspects involved in being part of franchise systems (e.g., the issue potential profitability)
(Hunt & Nevin, 1976), constrain franchisees in their choice of suppliers and providers of
inputs (Hunt & Nevin, 1975), and terminate franchisees arbitrarily on the basis of the
capricious termination provisions that may be part of franchise agreements (Oxenfeldt &
Kelly, 1968; Dant, Paswan, & Kaufmann, 1996). In addition, Ehrmann and Spranger
(2007) report that the lion portion of the disputes between franchisees and franchisors
arise over encroachment as well as contractual and financial violations.
Following the premises of alienation theory, the alienated franchisee will be
afflicted by the condition of anomie (Durkheim, 1951), which manifests itself as the
perceived lack of socially approved means and norms to guide one’s behavior for the
purpose of achieving culturally prescribed goals. The alienated franchisee is susceptible
to a loss of the sense of identity with its environment. In contemporary sociology,
Merton (1957) defines anomie as “a breakdown in the social structure, occurring
particularly when there is an acute disjunction between the cultural … goals and the
socially structured capacities of members of the group to act in accord with them” (p.
162). Consequently, from the perspective of anomie, franchisee alienation represents a
state when the franchisee perceives a breakdown of social behavioral norms and believes
that cultural goals are attained primarily through deviant behavior. Thus, the alienated
franchisee is unlikely to adhere to the norm of harmonization of conflict. Besides, in the
context of distribution channels, Gaski and Ray (2004) empirically confirm a positive
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association between channel member alienation and the belief in state and federal
regulation. Therefore, the above discussion makes it possible to formulate the following
hypothesis:

Hypothesis 9: As perceived by the franchisee, the higher the level of the
franchisee’s alienation, the higher the level of the franchisee’s intention to litigate.

Effects of Franchisee Alienation on Franchisee Intention to Dissolve Relationship
Within the framework of relationship development proposed by Dwyer, Schur,
and Oh (1987) relationship dissolution represents the final process stage in the life cycle
of the interorganizational relationship. There is consensus in extant literature that
relationship dissolution is a multifaceted procedure (Ford, 1980).
At the interpersonal level, Duck’s (1982) multistage model of relationship
dissolution proposes that through a discreet assessment of his/her discontents with his/her
partner, the individual acting as an initiator of a breakup makes a determination that the
costs associated with continuing and/or trying to repair the relationship are greater than
the benefits (the intrapsychic stage). This is consistent with social penetration theory
(Altman & Taylor, 1973), which predicts that as long as the individuals in a relationship
anticipate that the benefits will outweigh the costs, they will continue to strengthen their
ongoing relationship. Next, the two individuals interact with each other to reach an
agreement with respect to the terms and conditions of their disconnection (the dyadic
stage). In turn, the decision to dissolve the relationship is publicly announced through the
appropriate communication channels (the social stage). And finally, both individuals
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experience the psychological, emotional, and physical aftermath of their breakup (the
grave dressing stage). Specifically, the extant empirical literature in the discipline of
psychology demonstrates that as the individuals involved in a relationship reach a
considerable level of interdependence through successfully expanding the relationship
and attaining reciprocal commitment, dissolution can be expected to trigger a wide
variety of negative affective reactions (e.g., disturbance, agony, depression, grief,
torment, sadness, etc.) (e.g., Bloom, Asher, & White, 1978).
In line with the reasoning of Morgan and Hunt (1994), for purposes of this
dissertation, the franchisee’s intention to dissolve the relationship with the franchisor may
be conceptually defined as the perceived likelihood that the franchisee will discontinue
the relationship in the foreseeable future. The investment model (Rusbult & Farrell,
1983) predicts that the inclination on the part of the franchisee to stay in the relationship
with and to feel psychologically attached to the franchisor is ultimately determined by the
level of satisfaction, quality of available alternatives, and the size of investment. In the
context of marketing channels, Ping (1993) finds partial support for these predictions and
reports that the intention of a channel member to dissolve the relationship with its
counterpart is negatively associated with satisfaction and the unattractiveness of the
available alternatives. Further, empirical studies in the extant organizational behavior
literature (e.g., Mathieu & Zajac, 1990) reveal a strong negative association between
organizational commitment and intention to leave the organization, which can be
reasonably expected to hold in the context of a dyadic franchisee-franchisor relationship.
Alienation on the part of the franchisee is expected to have a detrimental effect on
the franchisee’s intention to remain in the relationship with the franchisor. Gaski and
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Ray (2004) contend that channel alienation represents the transpose of relationalism.
Further, alienation theory (Marx, 1932, 1962) proposes that by virtue of no longer finding
its relationship with the franchisor stimulating and rewarding, the alienated franchisee
will feel separated and detached from the social reality of the franchise system. Ideally, a
normally functioning relationship with the franchisor (as well as other franchisees within
the franchise system) would provide the franchisee with its substantive activity, reveal
and help construct its inner nature, thereby resulting in self-assessment and an acute sense
of self-awareness and propagating actualization. The alienated franchisee will find the
social system in which it currently functions as burdensome or incongruous with its own
aspirations, will feel estranged from it, and will acutely perceive its inability to exercise
control over its actions (Taviss, 1966). Hence, the above discussion leads to the
following hypothesis:

Hypothesis 10: As perceived by the franchisee, the higher the level of the
franchisee’s alienation, the higher the level of the franchisee’s intention to
dissolve the relationship with the franchisor.

Table 2 below summarizes the propositional inventory formulated for purposes of
this dissertation.
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Table 2. Summary of Model Hypotheses
H1

As perceived by the franchisee, the higher the level of the franchisee’s dependence on the franchisor, the lower the
level of the franchisee-franchisor relationship quality.

H2

As perceived by the franchisee, the higher the level of the franchisee-franchisor communication, the higher the level of
the franchisee-franchisor relationship quality.

H3

As perceived by the franchisee, the higher the level of the franchisee-franchisor conflict, the lower the level of the
franchisee-franchisor relationship quality.

H 4a

As perceived by the franchisee, relationship climate is positively associated with the use of constructive discussion.

H 4b

As perceived by the franchisee, relationship climate is positively associated with the use of passive acceptance.

H 4c

As perceived by the franchisee, relationship climate is negatively associated with the use of disengagement.

H 4d

As perceived by the franchisee, relationship climate is negatively associated with the use of venting.

H 5a

As perceived by the franchisee, the use of constructive discussion is positively associated with controllability.

H 5b

As perceived by the franchisee, the use of passive acceptance is positively associated with controllability.

H 5c

As perceived by the franchisee, the use of disengagement is negatively associated with controllability.

H 5d

As perceived by the franchisee, the use of venting is negatively associated with controllability.

H 6a

As perceived by the franchisee, controllability is negatively associated with the affective reaction of alienation.

H 6b

The magnitude of the positive influence of the franchisee’s perception of uncontrollability on the franchisee’s affective
reaction of alienation is greater when the franchisee makes universal (as opposed to personal) attributions for such
uncontrollability.

H 6c

The magnitude of the positive influence of the franchisee’s perception of uncontrollability on the franchisee’s affective
reaction of alienation is greater when the franchisee makes global (as opposed to specific) attributions for such
uncontrollability.

H7

As perceived by the franchisee, the higher the level of the franchisee’s alienation, the higher the level of the
franchisee’s opportunism.

H8

As perceived by the franchisee, the higher the level of the franchisee’s alienation, the lower the level of the
franchisee’s performance.

H9

As perceived by the franchisee, the higher the level of the franchisee’s alienation, the higher the level of the
franchisee’s intention to litigate.

H 10

As perceived by the franchisee, the higher the level of the franchisee’s alienation, the higher the level of the
franchisee’s intention to dissolve the relationship with the franchisor.
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Figure 3 below shows how the formulated hypotheses correspond to the linkages
among the building blocks of the proposed conceptual model of franchisee alienation.

Characteristics of Franchised
Channel Operating Environment
Dependence
Communication
Conflict

H1, H2, H3

Relationship Climate
Relationship Quality

H 4a-

Franchisee Responses
Disengagement
Constructive Discussion
Venting
Passive Acceptance

H 5a-

Franchisee Causal Attributions
Universality of Attributions
Globality of Attributions

H 6b-

Franchisee Consequences
Opportunism
Performance
Intention to Litigate
Intention to Dissolve Relationship

H7, H8, H9,

Franchisee
Affective Reaction
Alienation

H 6a

Franchisee Perceptions of
Controllability of Outcomes
Controllability

Figure 3. Hypotheses within the Conceptual Model of Franchisee Alienation
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Chapter Three: Methodology

Research Setting
In order to adequately test the proposed conceptual model of franchisee
alienation, an appropriate research setting was identified to comprise franchiseefranchisor dyadic relationships in Australia. For purposes of this dissertation, the
population of interest included franchisee organizations that were members of the
Franchise Council of Australia (FCA). The member franchisee organizations of the FCA
are geographically dispersed throughout all states and territories of Australia and
represent a wide spectrum of franchise systems across multiple industries. The utilized
approach to framing the population of interest makes it possible to argue that franchisee
alienation is not an artifact of any particular franchise system and that the phenomenon of
franchisee alienation occurs across different franchise systems.
Data Collection Procedure
The data collection effort for this dissertation was facilitated through a close
cooperation with the researchers at an Australian university which has the reputation of
one of Australia’s most innovative institutions as well as one of the most influential
universities in the Asia-Pacific region. The unit of analysis was a franchisee-franchisor
dyadic relationship, as perceived by the franchisee. The researchers at the cooperating
Australian university compiled a large electronic mailing list of the active franchisees that
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were members of the Franchise Council of Australia including the names of the primary
contact for each franchisee organization.
The key-informant approach (Kumar, Stern, & Anderson, 1993) was utilized in
obtaining the franchisees’ self-reported perceptual ratings. Given the focus of this
dissertation, the appropriate informants were those individuals who had adequate
knowledge of and information on their franchisee organization’s interactions and
relationship with its franchisor. Specifically, using the approach utilized by Dant and
Schul (1992), owners and/or co-owners of the franchise outlet were considered “ideal”
key informants. However, in case these individuals were unavailable, managers who
were involved in at least 50% of the franchise-related interactions with the franchisor
were surveyed (Dant & Schul, 1992). A qualification question was included in the
survey instrument in order to perform a key informant competency assessment.
In turn, to address the potential issue of common method bias arising from the
fact that the measures of the predictor and criterion variables included in the conceptual
model of franchisee alienation were obtained from the same rater (i.e., the franchisee), it
made sense to obtain the measures of the franchisee opportunism and franchisee
performance variables from the franchisor (Podsakoff et al., 2003). In practicality, given
the context of this study, obtaining responses from both sides of the franchisee-franchisor
dyad was not feasible due to the large number of different franchise systems represented
in the sampling frame. In order to address the potential common method bias, two
safeguards were put in place, as prescribed by Podsakoff et al. (2003). On the one hand,
the main survey instrument was constructed in such a way that the different sections of
the questionnaire referred the respondent to different points on the temporal continuum,
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thereby making the predictor and criterion variables appear to the respondent as separate
from the psychological standpoint. On the other hand, the participants were guaranteed
that their responses would remain anonymous.
Measurement
All scales used to measure the constructs comprising the proposed conceptual
model of franchisee alienation were obtained from extant empirical literature and were
based on franchisee perceptions of the franchisee-franchisor dyadic relationship. Thus,
all scales had been subjected to psychometric assessment in the past. Table 3 below
provides a concise summary of the utilized construct measures, identifies their geneses,
shows previously reported reliability values, and summarizes past evidence of
convergent, discriminant, and nomological validity. In turn, Appendix I lists the original
scale items for each individual construct.

Table 3. Original Construct Measures: Geneses, Past Reliability Values, and Past
Validation
Construct

Origin

Reliability

Validitya

Dependence

Heide & John
(1988)

.72

C: p = .00b
D: p = .02c
N: established

Information Quality
“good”
Information Sharing
“good”
Participation in Planning/Goal Setting
.68

C: establishedd
D: establishedd
N: established

Communication

Mohr & Spekman
(1994)

Conflict

Koza & Dant
(2007)

.87

C: establishedd
D: establishedd
N: established

Commitment

Kumar, Hibbard, &
Stern (1994)

.91

C: p < .05d
D: p < .001e
N: established
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Trust

Larzeleve & Huston
(1980)

Relationship
Satisfaction

Dant, Brown, &
Bagozzi (2007)

Flexibility

Kaufmann & Dant
(1992)

.93

C: establishedb
D: establishedd
N: established

.86

C: p < .05d
D: p < .001e
N: established

.62

C: establishedd
D: establishedf
N: established

Solidarity

Kaufmann & Dant
(1992)

.73

C: establishedd
D: establishedf
N: established

Mutuality

Kaufmann & Dant
(1992)

.72

C: establishedd
D: establishedf
N: established

.
Harmonization of
Conflict

Smith & Barclay
(1995)

72 (inter-item correlation)

C: establishedd
D: establishedf
N: established

Disengagement

Hibbard, Kumar, &
Stern (2001)

.89

C: p < .01d
D: establishedg
N: established

Constructive
Discussion

Hibbard, Kumar, &
Stern (2001)

.71

C: p < .01d
D: establishedg
N: established

Passive
Acceptance

Hibbard, Kumar, &
Stern (2001)

.67

C: p < .01d
D: establishedg
N: established

.74

C: p < .01d
D: establishedg
N: established

Venting

Hibbard, Kumar, &
Stern (2001)

Controllability

Thomas, Clark,
& Gioia (1993)

.72

C: not reported
D: not reported
N: established

Peterson et al. (1982)

.72

C: not reported
D: not reported
N: n/a

Universalily and
Globality of
Attributions
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Powerlessness
.58
Normlessness
.70
Alienation

Gaski & Ray (2001)
Meaninglessness

C: establishedd
D: establishedg
N: established

.63
Social Isolation
.89
Opportunism

Perceptual
Performance

Intention to
Litigate
Intention to
Dissolve
Relationship

Provan & Skinner
(1989)

.82

C: not reported
D: not reported
N: established

Lusch & Brown (1996)

.92

C: establishedd
D: establishedd
N: established

Author

n/a

n/a

Author

n/a

n/a

a

past validity checks: C = convergent validity, D = discriminant validity, N = nomological validity (operationally, if at least one
hypothesis tested by using the corresponding measure was supported)

b

convergent validation obtained via a dissimilar measure

c

discriminant validity established using the approach prescribed by Tesser and Krauss (1976)

d

convergence demonstrated by high interitem correlation; discriminant validity established by low correlations with unrelated
variables
e

discriminant validity established using the approach prescribed by Bagozzi and Phillips (1982)

f

discriminant validity established by comparing reliabilities with inter-trait correlations among item-summed scales

g

discriminant validity established by examining the phi matrices

Dependence
Emerson (1962) posits that dependence is primarily determined by the appeal of
the ongoing relationship and the opportunity for alternative partnerships. The 5-item
dependence measure utilized in this study was based on the perceived replaceability scale
by Heide and John (1988). A representative item was: “If our relationship with this
franchisor were terminated, we would suffer a significant loss in income.”
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Communication
Following the approach prescribed by Mohr and Spekman (1994), this
dissertation treats communication as a three-dimensional construct composed of
communication quality, information sharing, and participation in planning/goal setting.
First, information quality embraces such aspects as accuracy, timeliness, adequacy, and
credibility of information exchanged between partners. In turn, information sharing is
defined as the extent to which strategic information is communicated to one’s partner.
And finally, participation in planning/goal setting refers to the degree to which partners
engage jointly in strategy and tactics formulating activities. The 15-item (i.e., 5 items per
dimension) communication measure utilized in this study was based on the
communication scale by Mohr and Spekman (1994). Representative items were: “We
feel that our communication with the franchisor is timely.” (information quality), “We
share proprietary information with the franchisor.” (information sharing), and
“Suggestions by us are encouraged by the franchisor.” (participation in planning/goal
setting).
Conflict
Extant literature distinguishes between two fundamental approaches to measuring
conflict in channels of distribution: the inventory approach and the perceptual approach.
While the former approach relies on a series of issue-specific measures to develop
formative indices based on such evaluations (e.g., Eliashberg & Michie, 1984), the latter
approach draws on the psychological state linked to conflict (e.g., Kumar, Scheer, &
Steenkamp, 1995a).
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This dissertation approaches the issue of operationalizing conflict by following
the method prescribed by Koza and Dant (2007), under which the focus is placed on the
perceptual description of the dyadic relationship. The 7-item conflict measure utilized in
this study was based on the conflictive orientation scale used by Koza and Dant (2007).
A representative item was: “Overall, we consider our relationship with the franchisor to
be antagonistic.”
Relationship Quality
According to Garbarino and Johnson (1999), relationship quality may be defined
as an all-inclusive assessment of the soundness of the relationship. This dissertation
views relationship quality as a four-dimensional construct comprised of commitment,
trust, relationship satisfaction, and relationalism.
First, Moorman, Zaltman, and Deshpandé (1992) define commitment as “an
enduring desire to maintain a valued relationship” (p. 316). In a similar vein, Morgan
and Hunt (1994) posit that commitment has to do with “an exchange partner believing
that an ongoing relationship with another is so important as to warrant maximum efforts
at maintaining it; that is, the committed party believes the relationship is worth working
on to ensure that it endures indefinitely” (p. 23). The 5-item commitment measure
utilized in this study was based on the commitment scale used by Kumar, Hibbard, and
Stern (1994). A representative item was: “We are part of this franchise system because
we like what the franchisor stands for as a company.”
Second, Moorman, Deshpandé, and Zaltman (1993) define trust as “a willingness
to rely on an exchange partner in whom one has confidence” (p. 82). In turn, Morgan and
Hunt (1994) emphasize the importance of reliability and integrity as prerequisites to
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developing trust. The 6-item trust measure utilized in this study was based on the dyadic
trust scale by Larzeleve and Huston (1980). A representative item was: “The franchisor
is a company that we have great confidence in.”
Third, relationship satisfaction is defined as pleasurable fulfillment and an
affective response and is generated through an accumulation of multiple transaction
experiences throughout the duration of the relationship (Parasuraman, Zeithaml, & Berry,
1994). More specifically, in the context of marketing channels, relationship satisfaction
has been viewed as a global appreciation of and a positive affect towards one’s exchange
partner (e.g., Scheer & Stern, 1992). The 7-item relationship satisfaction measure
utilized in this study was based on the satisfaction scale used by Dant, Brown, and
Bagozzi (2007). A representative item was: “Overall, we consider our relationship with
the franchisor to be healthy.”
And finally, this dissertation views relationalism as a four-dimensional construct
comprised of the relational norms of flexibility, solidarity, mutuality, and harmonization
of conflict.
First, the norm of flexibility reflects the extent to which the involved parties
possess the capacity to adapt to the changing environment (Ivens & Blois, 2004).
Macneil (1983) posits that under the conditions of relational exchange, the partners have
to be able to anticipate changes and be willing and able to adjust in order to meet the new
demands. The 5-item flexibility measure utilized in this study was based on the
flexibility scale by Kaufmann and Dant (1992). A representative item was: “The
franchisor willingly makes adjustments to help us when we are faced with special
problems and circumstances.”
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Second, the norm of solidarity reflects the extent to which the parties involved
regard the exchange relationship as being meaningful (Kaufmann & Stern, 1988).
Macneil (1980, 1981) posits that the parties to relational exchange approach the task of
sustaining their ongoing relationship by relying on such internal processes as trust (as
opposed to arm’s-length bargaining and/or legal enforcement). The 5-item solidarity
measure utilized in this study was based on the solidarity scale by Kaufmann and Dant
(1992). A representative item was: “The relationship we have with the franchisor can be
better described as an ‘arm’s length negotiation’ than a ‘cooperative effort’.”
Third, the norm of mutuality reflects the partners’ expectations about positive
dividends from the relationship (Macneil, 1980). As Sahlins (1982) notes, the parties to
relational exchange require a positive reinforcement in the form of unconfined mutual
effort. The 5-item mutuality measure utilized in this study was based on the mutuality
scale by Kaufmann and Dant (1992). A representative item was: “We each benefit and
earn in proportion to the effort we put in.”
And finally, the norm of harmonization of conflict captures the partners’
orientation toward reaching mutually satisfactory compromises (Gundlach, Achrol, &
Mentzer, 1995). Macneil (1980) and Macaulay (1963) posit that parties to relational
exchange have a strong propensity to resolve conflicts through informal and internal
procedures. The 5-item harmonization of conflict measure utilized in this study was
based on the harmonization of conflict scale used by Smith and Barclay (1995). A
representative item was: “The way disputes are handled eventually brings us closer
together.”
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Disengagement
According to Hibbard, Kumar, and Stern (2001), the construct of disengagement
represents a two-dimensional construct that combines sentiments of threats to discontinue
the relationship (i.e., threatened withdrawal) and a passive separation from the
relationship (i.e., neglect). The 10-item (i.e., 5 items per dimension) disengagement
measure utilized in this study was based on the disengagement scale used by Hibbard,
Kumar, and Stern (2001). Representative items were: “We threatened to stop being part
of this franchise system.” (threatened withdrawal) and “We became less vigorous in the
promotion of the franchisor’s products.” (neglect).
Constructive Discussion
Hibbard, Kumar, and Stern (2001) posit that the construct of constructive
discussion reflects the presence of a productive discourse between partners aimed at
finding a mutually satisfactory solution. The 5-item constructive discussion measure
utilized in this study was based on the constructive discussion scale used by Hibbard,
Kumar, and Stern (2001). A representative item was: “We discussed the problem in a
positive manner with the franchisor to identify ways to alleviate the negative impact on
us.”
Passive Acceptance
Hibbard, Kumar, and Stern (2001) argue that the construct of passive acceptance
reflects the extent to which a party exhibits good citizenship behaviors by enduring
hardships in silence while hoping that relationship conditions will improve in the future.
The 5-item passive acceptance measure utilized in this study was based on the passive
acceptance scale used by Hibbard, Kumar, and Stern (2001). A representative item was:
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“We gave the franchisor the benefit of the doubt and didn’t say anything to them about
the problem.”
Venting
According to Hibbard, Kumar, and Stern (2001), the construct of venting reflects
the extent to which a party directly and aggressively criticizes its counterpart. The 5-item
venting measure utilized in this study was based on the venting scale used by Hibbard,
Kumar, and Stern (2001). A representative item was: “We expressed to the franchisor
our outrage and displeasure about the problem.”
Controllability
According to Berkenstadt et al. (1999), the construct of perceived controllability
of outcomes reflects the subjective assessment on the part of a channel member of the
congruity between its own behavioral actions and the materialization of the desired
outcomes. The 5-item perceived controllability of outcomes measure utilized in this
study was based on the perceived controllability of outcomes scale used by Thomas,
Clark, & Gioia (1993). A representative item was: “We felt that we had the capability to
resolve the problem.”
Universalilty and Globality of Attributions
According to Abramson, Seligman, and Teasdale (1978), a universal causal
attribution for uncontrollability of outcomes reflects a channel member’s realization that
the state of the relationship with its counterpart is independent of all of its responses as
well as the responses of other relevant parties. Contrarily, a personal causal attribution
for uncontrollability of outcomes reflects a channel member’s realization that there exist
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responses that would contingently solve relationship problems with its counterpart
although it does not possess them (Abramson, Seligman, & Teasdale, 1978).
In turn, Abramson, Seligman, and Teasdale (1978) posit that a global causal
attribution for uncontrollability of outcomes reflects a channel member’s belief that the
inability to remedy the relationship with its counterpart occurs in a broad range of
situations. Contrarily, a specific causal attribution for uncontrollability of outcomes
reflects a channel member’s realization that such inability occurs in a narrow range of
situations (Abramson, Seligman, & Teasdale, 1978).
The two 5-item universality and globality of causal attribution measures utilized
in this study were based on the attributional style scale by Peterson et al. (1982).
Representative items were: “Resolving the problem we faced with the franchisor to a full
satisfaction would be futile for any franchisee in any franchise system.” (universality of
attribution) and “Our inability to resolve problems with the franchisor to our full
satisfaction is long-lived and recurrent.” (globality of attribution).
Alienation
This dissertation views the construct of franchisee alienation as a fourdimensional construct comprised of powerlessness, normlessness, meaninglessness, and
social isolation. According to Gaski and Ray (2004), powerlessness reflects the degree to
which the franchisee perceives a deficiency of control and feels considerably dependent
on the franchisor. In turn, normlessness captures the degree to which the franchisee
perceives ethically deviant behaviors as generally acceptable. Further, meaninglessness
is the extent to which the franchisee perceives the franchise system communication as
substandard and its own role in the franchise system as ambiguous. And finally, social
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isolation taps into the extent to which the franchisee perceives itself as excluded from the
franchise system coordination activities.
The 20-item (i.e., 5 items per dimension) alienation measure utilized in this study
was based on the alienation scale by Gaski and Ray (2001). Representative items were:
“The franchisor seems to “throw its weight around” much of the time.” (powerlessness),
“The franchisor and other franchisees in this franchise system feel that the end often
justifies the means.” (normlessness), “Sometimes our business with the franchisor is so
complicated that it is difficult to understand what is going on.” (meaninglessness), and
“Friendship is lacking in our relationship with the franchisor.” (social isolation).
Opportunism
Williamson (1975) posits that opportunism “refers to a lack of candor or honesty
in transactions, to include self-interest seeking with guile” (p. 9). Brown, Dev, and Lee
(2000) assert that an organization usually behaves opportunistically to increase its
unilateral gain in the short run by withholding and/or distorting information and shirking.
The 5-item opportunism measure utilized in this study to assess the degree to which the
franchisee believes that it resorts to dishonesty and other means that may be detrimental
to the quality of the relationship with the franchisor was based on the opportunism scale
used by Provan and Skinner (1989). A representative item was: “Sometimes we have to
alter the facts slightly in order to get what we need from the franchisor.”
Performance
Wiklund (1999) and Lumpkin and Dess (2001) contend that measuring
performance of small firms may be challenging because performance is essentially
multidimensional. Following the recommendations of Chandler and Hanks (1993),
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measures of both objective and perceptual performance are utilized. While objective
performance was measured in terms of revenues earned (“What is the total amount of
revenues that your franchisee organization generated last quarter?”) and royalties paid
(“What is your franchisee organization’s current royalty rate?”), the 5-item perceptual
performance measure utilized in this study was based on the business performance scale
by Lusch and Brown (1996). A representative item is: “As compared to other similar
franchisees in this franchise system, our performance is very high in terms of sales
growth.”
Intention to Litigate and Intention to Dissolve Relationship
While the intention to litigate construct captures the franchisee’s perception of the
likelihood of filing a lawsuit against the franchisor in the foreseeable future, the intention
to dissolve the relationship construct taps into the franchisee’s perception of the
likelihood of terminating the relationship with the franchisor in the foreseeable future.
Two single-item measures utilized in this study were derived by the author (“If at all,
when do you plan to file a lawsuit against the franchisor?” (intention to litigate) and “If at
all, when do you plan to terminate the relationship with the franchisor?” (intention to
dissolve relationship).
It should be noted that the application of single-item measures for psychological
constructs such as intentions to engage in specific behaviors is generally uncommon due
to the fact that they are assumed to perform substandardly in terms of reliability
(Wanous, Reichers, & Hudy, 1997). For purposes of this study, however, the use of the
single-item measures to tap into the franchisee’s intentions to file a lawsuit against the
franchisor and to terminate the relationship with the franchisor is justified because the
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constructs being measured are sufficiently narrow and unambiguous to the respondent
(Rossiter, 2002; Bergkvist & Rossiter, 2007).
Pre-Test and New Scale Development
Confirmatory empirical findings can be expected to strengthen considerably when
research instrument validation precedes both internal and statistical conclusion validation
(Straub, 1989). Indeed, blindly relying on previously utilized instruments may be
methodologically problematic. Even if such instruments have been previously validated,
they have to be altered and subjected to new psychometric scrutiny before applying them
to new contexts.
Because the items used to measure the constructs comprising the proposed
conceptual model of franchisee alienation were adapted from extant empirical literature,
as prescribed by Mangione (1995), prior to actual administration, the survey instrument
was pre-tested utilizing a small sample (n ≥ 30) of franchisees participating in this study.
This made it possible to perform preliminary assessments of unidimensionality,
reliability, and validity of the multi-item construct measures included in the final survey
instrument.
Responses to the questions included in the pre-test survey instrument were
obtained from 34 participating franchisee organizations that were members of the
Franchise Council of Australia. Given the mediocre size of the pre-test sample, it was
not possible to conduct a meaningful all-inclusive psychometric assessment of the
original measurement scales. However, a comprehensive analysis of the original
measurement scales was performed focusing on their internal consistency. Specifically,
the analysis was intended to ascertain that there was at least moderate correlation among
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the indicators that were designated to measure any given construct in the conceptual
model of franchisee alienation. The obtained pre-test data were analyzed using the SPSS
16.0 for Windows software package.
The absolute majority of the original multi-item measurement scales exhibited
internal consistency that was considered adequate for confirmatory purposes (Cronbach’s
α ≥ .70). The only original measurement scales that did not exceed the internal
consistency threshold of α = .70 were the scales for the constructs of venting,
controllability, universality of attributions, and globality of attributions. In order to
rectify the identified deficiency, Item 1 measuring the construct of venting was removed
from further analysis. The removal of the item effectively raised the construct’s
Cronbach’s α above the desired .70 level. When it comes to the constructs of
controllability, universality of attributions, and globality of attributions, a separate effort
was undertaken to develop new and improved measurement scales.
The researchers preserved the original domains of the constructs concerned as
specified by the extant empirical literature. The first step of the new scale development
process focused on generating multiple scale items that, in the opinion of the researchers,
adequately captured the domains of the three constructs of interest (Churchill, 1979).
Seven-point Likert-type scales were used to measure the items generated by the
researchers. Further, the data were collected by distributing self-administered
questionnaires to 53 M.B.A. students enrolled in a graduate course at a major Midwestern
public research university in the United States. Ferber (1977) posits that the utilization of
a student sample is justified provided that (a) the nature of the study is exploratory and
(b) the items constituting the scales are relevant to the respondents. The context of the
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new scale development effort satisfied the two conditions. On the one hand, the
researchers attempted to develop adequate measures for the constructs that were novel to
the field of marketing. On the other hand, the graduate students who participated in the
study had substantial practical work experience or were working and taking night classes
concurrently.
The reliability and validity of the newly constructed scales were examined by
assessing several aspects of construct validation. First, the three scales were scrutinized
by a panel of five expert judges that included marketing professors in order to evaluate
content validity. The panel examined the scale items for vagueness, comprehensibility,
relevance, and reasonable construction. The panel concluded that the scale items
adequately reflected the three constructs concerned. Second, as prescribed by Nunnally
(1978), the face validity (i.e., scale items should appear to measure the construct of
interest) was assessed by requesting the expert judges to comment on what they thought
the scale items were intended to measure. The responses included “control” (for the
construct of controllability), “inability to resolve a problem” (for the construct of
universality of attributions), and “persistent failure” (for the construct of globality of
attributions). Thus, the newly developed scale items seemed to reflect their
corresponding constructs, thereby providing evidence of face validity. And finally, scale
reliability was assessed using Cronbach’s α coefficients. Reliability coefficients for all
three scales exceeded .80. These reliabilities were acceptable. The items of the newly
constructed scales that were included in the main survey instrument are listed in
Appendix II. Besides, Chapter Four of this dissertation describes the more elaborate
steps taken to assess reliability and validity of the newly developed scales.
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And finally, having examined the responses of the participating franchisee
organizations to the pre-test survey instrument, the researchers deemed it necessary to
make three additional modifications before the survey instrument could be finalized for
the main study. First, the researchers noticed that the franchisee organizations were not
willing to disclose information pertaining to the total amount of revenues generated in the
last quarter and the current level of the royalty fee. It was suspected that the franchisees
were reluctant to respond to the questions intended to measure objective performance due
to the sensitive nature of such questions. A decision was made to utilize the 5-item
perceptual performance measure only. In turn, the researchers decided to change the
wording of the items aimed at measuring the franchisee’s intentions to litigate against the
franchisor and to dissolve the relationship with the franchisor. The decision to change
the wording of the two items was primarily driven by the realization that the respondents
to the pre-test questionnaire experienced difficulty in the identification of a concrete time
frame for either starting litigation against franchisors or terminating relationships with
franchisors. The new items were worded as follows: “In the foreseeable future, how
likely are you to file a lawsuit against your franchisor?” (a 7-point Likert-type scale
anchored by “extremely unlikely” (1) and “extremely likely” (7)) and “In the foreseeable
future, how likely are you to terminate the relationship with your franchisor?” (a 7-point
Likert-type scale anchored by “extremely unlikely” (1) and “extremely likely” (2)). In
line with the “information” (as opposed to “reliability”) approach advocated by Drolet
and Morrison (2001), the two items with the modified wording were expected to elicit
improved respondent behavior as well as to yield better information. Besides, the panel
of judges examined the items with the modified wording for vagueness,
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comprehensibility, relevance, and reasonable construction. The panel concluded that
both items adequately reflected and reasonably appeared to measure the two constructs
concerned.
Main Survey Administration
The theoretical foundation on which the proposed conceptual model of franchisee
alienation is based made it necessary to utilize the critical incident methodology
(Andersson & Nilsson, 1964). It should be noted that the critical incident methodology
has been widely accepted in empirical research conducted in business-to-business settings
(Bitner, Booms, & Tetreault, 1990; Roos, 2002). In essence, the critical incident
methodology prompts the respondent to focus on a single very specific event. For
purposes of this dissertation, the goal was to elicit the franchisee-perceived most recent
significant disagreement episode involving the franchisee and the franchisor in which the
franchisee initially perceived a deterioration in the quality of its relationship with the
franchisor and was compelled to take action in response to that perception by engaging
the franchisor but at the end was unable to resolve the matter to its satisfaction.
The following sequence of steps was taken to collect the data in the main study:

1. Two weeks prior to the electronic distribution of the questionnaires, the
cooperating Australian researchers sent an electronic message to the
franchisees included into the sampling frame informing franchisee managers
of the upcoming opportunity to participate in the study and communicating
the expected value of the research study along with the importance of
responding to the questionnaire.
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2. One week prior to the electronic distribution of the questionnaires, the
cooperating Australian researchers sent an electronic message to the
franchisees included in the sampling frame soliciting their participation in the
study and guaranteeing that responses of any individual franchisee would
under no circumstances be disclosed to anyone. In addition, at that stage of
the process, to entice the potential respondents to complete the questionnaires,
it was announced that those participants who answer all the questions of the
survey instrument would be eligible to win an iPod device or a gas voucher
through a random drawing.

3. The survey participants responded to the questionnaires through the
www.SurveyMonkey.com, which is the world’s leading web-based survey
solution.

4. Ten days after the electronic distribution of the questionnaires, the
cooperating Australian researchers sent electronic reminders to the franchisees
emphasizing the importance of their participation and asking them to respond
to the questionnaires if they had not already done so.

At the post-survey stage, to assess non-response bias, a randomly generated
sample of 30 non-respondents was contacted and requested to answer representative nondemographic questions from the survey (Mentzer & Flint, 1997). Subsequently,
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statistical tests were performed to determine whether significant differences exist
between the respondents and those contacted after the administration of the survey.
Survey Instrument
The final survey instrument administered to the franchisees participating in this
study was a multi-part self-administered questionnaire. Specifically, the questionnaire
contained eight sections. Descriptions of the different sections in terms of their focus and
content are provided below.
The first section of the questionnaire was the introductory section. The section
asked the participating franchisee to think about the most recent episode in its interaction
with the franchisor in which it took overt action to resolve a problem or disagreement but
at the end of the day was unable to resolve it. The franchisee was also requested to
briefly describe the essence of the focal problem/disagreement that it identified.
The subsequent section of the questionnaire focused on the participating
franchisee’s relationship with the franchisor prior to the point in time when the franchisee
took overt action to resolve the focal problem/disagreement. This section sought to
obtain the franchisee’s perceptual ratings of the construct of relationship quality
(commitment, trust, relationship satisfaction, and relationalism (flexibility, solidarity,
mutuality, and harmonization of conflict)).
The third section of the questionnaire focused on the participating franchisee’s
overt actions to resolve the focal problem/disagreement. The franchisee was asked to
reflect back to what it actually did to resolve the problem with the franchisor. The
section contains the questions aimed at assessing the franchisee’s response strategies of
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disengagement (threatened withdrawal and passive separation), constructive discussion,
venting, and passive acceptance.
In turn, section four of the questionnaire focused on the outcomes of the
franchisee’s overt actions taken to resolve the problem with its franchisor. The
participating franchisee was requested to reflect back to how it felt after it attempted to
resolve the problem with the franchisor. The questions included in this section measured
the franchisee’s perceived controllability of the outcomes.
Further, section five of the questionnaire concentrated on the franchisee’s
evaluations of the outcomes. The participating franchisee was asked to assess the
outcomes of the overt actions that it took to resolve the problem with the franchisor as
well as to identify one major cause which, in the opinion of the franchisee, prevented it
from resolving the problem to its satisfaction. The questions included in this section
measured the constructs of universality and globality of the franchisee’s attributions.
The subsequent section of the survey instrument examined how the franchisee
perceived its current relationship with the franchisor. The participating franchisee was
requested to provide its evaluations of the current state of its relationship with the
franchisor. Here, the franchisee gave responses to the questions designed to measure
alienation (powerlessness, normlessness, meaninglessness, and social isolation),
opportunism, subjective performance, and the franchisee’s intentions to litigate and
dissolve the relationship with its franchisor.
Section seven of the questionnaire explicated the history of the franchisee’s
interactions with the franchisor. The participating franchisee’s evaluations of the history
of its day-to-day interactions with the franchisor were sought. The specific questions
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assessed dependence, communication (communication quality, information sharing, and
participation in planning/goal setting), and conflict.
And finally, section eight of the survey instrument asked the franchisee to provide
responses to basic demographic questions (e.g., the age of the franchisee organization, the
number of outlets that the owner of the franchisee organization owns and/or has interest
in, the number of employees employed by the franchisee organizations, etc.).
Empirical Data Analysis
Chapter Four of this dissertation provides a detailed description of all the
statistical analyses performed. A special emphasis is placed on the assessment of
construct reliability, construct validity (convergent validity and discriminant validity) as
well as the assessment of the measurement and structural models.
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Chapter Four: Results

Sample
For purposes of this dissertation, the main study focused on the known population
of Australian business format franchisee-franchisor dyads that were members of the
Franchise Council of Australia. The comprehensive database compiled by the
cooperating team of Australian researchers included a total of 871 active franchisee
organizations that were viewed as potential participants in the survey. Due to the fact
that the franchising sector worldwide is targeted by a stream of surveys on an ongoing
basis, a decision was made to administer the main survey instrument through the Internet
in order to make the response task as participant-friendly as possible. To encourage
potential participants to respond, the research team employed a series of follow-ups and
reminders. In the course of the main study, the researchers contacted potential
participants via e-mail and telephone.
Of the 871 franchisee organizations included in the sample, 214 participated in
the survey by completing the online research instrument in full. However, at a later point
in time, it was discovered that 29 participants ended up not meeting the pre-established
eligibility criterion. Specifically, none of the 29 participants involved provided a
coherent statement describing a recent problem/disagreement that their franchisee
organization attempted to resolve with their respective franchisor, thereby making it
necessary to exclude all the 29 questionnaires from the analysis. As a result, 185 usable
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responses were obtained as an outcome of the main data collection effort, yielding an
effective response rate of 21.2%, which is generally consistent with those obtained in
earlier empirical research studies of a similar nature (e.g., Frazer & McCosker, 1999).
The table below outlines the profile of the typical participant in the survey.

Table 4. Profile of the Typical Respondent
Number

Characteristic

Role in the franchisee organization

Owner
Co-Owner
General Manager
Other managerial personnel

110
56
6
13

Average age of the franchisee organization

14*

Average number of outlets in the franchisee
organization

30*

Average number of employees in the franchisee
organization

Full-time
Part-time

4*
5*

* rounded to the nearest whole number

The effective response rate reported above is substantially less than 50%. In light
of this, there is a need to conduct an evaluation of non-response bias. In order to examine
the non-response bias, the procedure suggested by Mentzer and Flint (1997) was
followed. According to this procedure, an abridged version of the main survey
instrument was created that included one item per each construct in the conceptual model
of franchisee alienation. The cooperating team of Australian researchers contacted those
franchisee organizations who received the main survey instrument but chose not to
participate. After 34 completed surveys were received, a multivariate analysis of
variance (MANOVA) test was conducted across all the constructs to explicate
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differences, if any, between respondents and non-respondents. The obtained result
signaled no significant differences on any of the constructs between respondents and nonrespondents. The results of the conducted test for the non-response bias eliminate the
concern for the presence of non-sampling errors.
Analysis
The analysis presented in this chapter generally follows a two-step approach
prescribed by Anderson & Gerbing (1988). These authors posit that the first step
involves applying confirmatory factor analysis (CFA) for the purpose of developing an
acceptable measurement model. The CFA scrutiny provides an opportunity to ascertain
that the indicator variables are in fact measuring the underlying constructs of interest. In
turn, at the second step of the process, to analyze the relationships hypothesized in Figure
3 depicting the theoretically derived causal order between the constructs of the proposed
conceptual model of franchisee alienation, the method of path analysis is utilized.
Specifically, this particular method makes it possible to analyze and explicate the linear
relationships among the set of constructs of interest and to determine whether or not the
predetermined order is justified by assessing the magnitude of the hypothesized
relationships (i.e., paths). All the analyses presented in the following sections are
performed using the SPSS 16.0 for Windows and SAS 9.1 for Windows software
packages.
Measurement Model Assessment
Within each group of constructs making up the conceptual model of franchisee
alienation, confirmatory factor analysis is utilized to assess the reliability and validity of
all the constructs of interest. On the one hand, reliability refers to consistency of
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measurement. An instrument is considered reliable if it provides essentially the same set
of responses upon repeated administration. On the other hand, validity refers to the
degree to which an instrument measures what it is intended to measure. If, for instance, a
scale is intended to measure franchisee alienation, and scores on the scale do in fact
reflect respondents’ underlying levels of alienation, then the scale is valid.
Reliability may be assessed in a variety of ways. The analysis here focuses on
standardized factor loadings, indicator reliabilities, error variances, Cronbach’s α
coefficients, composite reliabilities, and variance extracted estimates. First, a factor
loading represents a path coefficient from a latent factor to an indicator variable. In CFA,
standardized factor loadings should be .6 or higher (Hair et al., 1998). In turn, the
reliability of an indicator variable represents the square of the correlation between a latent
factor and that indicator. The indicator reliability reflects the percent of variation in the
indicator that is explained by the factor that it is supposed to measure (Long, 1983) and
should be at least .6 (Hair et al., 1998). Further, the error variance is calculated as 1
minus the square of the standardized factor loading for an indicator. The error variance
represents variance of a variable due to errors in data collection or measurement. Fourth,
Cronbach’s α reflects the percent of variance that the observed scale would explain in the
hypothetical true scale composed of all possible items in the universe. According to
Robinson and Shaver (1973), the generally agreed upon level for Cronbach’s α is .7.
Fifth, composite (or Jöreskog’s) reliability is analogous to Cronbach’s α and reflects the
internal consistency of the indicators measuring a given factor (Jöreskog & Sörbom,
1989). Fornell and Larcker (1981) recommend a minimum composite reliability of .6.
And finally, the variance extracted estimate assesses the amount of variance that is
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captured by an underlying factor in relation to the amount of variance due to
measurement error. According to Fornell and Larcker (1981), it is desirable that
constructs exhibit variance extracted estimates of at least .5.
In terms of the assessment of validity, the analysis here focuses on convergent and
discriminant validity. While convergent validity is demonstrated when different
instruments are used to measure the same construct and scores from these different
instruments are strongly correlated, discriminant validity is demonstrated when different
instruments are used to measure different constructs and the correlations between the
measures of these different constructs are relatively weak.
In order to establish convergent validity, the t tests are reviewed for the
standardized factor loadings. If all factor loadings for the indicators measuring the same
construct are statistically significant, this is regarded as evidence supporting the
convergent validity of those indicators. The fact that all t tests are significant essentially
implies that all indicators are effectively measuring the same construct (Anderson &
Gerbing, 1988).
In turn, according to Fornell and Larcker (1981) as well as Netemeyer, Johnston,
and Burton (1990), discriminant validity may be examined with a variance extracted test.
The test dictates that the variance extracted estimates be reviewed for a pair of constructs
of interest. In turn, these variance extracted estimates are compared to the square of the
correlation between the two factors of interest. Discriminant validity is demonstrated if
both variance extracted estimates are greater than this squared correlation.
And lastly, the goodness-of-fit tests essentially determine if the models tested
should be accepted or rejected. Where appropriate, the following goodness-of-fit
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statistics are reported: the chi-square statistic, the root mean square residual (RMR), the
non-normed fit index (NNFI), the root mean square error of approximation (RMSEA),
and the comparative fit index (CFI). First, the chi-square statistic provides a test of the
null hypothesis that the theoretical model fits the data. If the null hypothesis holds, then
the obtained chi-square value should be small and the p value associated with the chisquare should be relatively large. In turn, the RMR represents the mean absolute value of
the covariance residuals. The closer the RMR is to 0, the better the model fit. There is
consensus in the literature that the RMR should be less than .1 for a well-fitting model
(Hu & Bentler, 1995). Third, the NNFI is viewed as “the percentage of observedmeasure covariation explained by a given measurement or structural model (compared
with an overall null model … that solely accounts for the observed measure variances)”
(Anderson and Gerbing, 1988). Hu and Bentler (1999) suggest that the NNFI should
exceed .95 to suggest that there is good model fit. Further, the RMSEA takes into
account the error of approximation in the population and asks the question, “How well
would the model, with unknown but optimally chosen parameter values, fit the
population covariance matrix if it were available?” (Browne & Cudeck, 1993, pp. 137138). According to Hu and Bentler (1999), while a value of .6 or lower is indicative of
good fit between the hypothesized model and the observed data, a value of ≤ .8 is
indicative of adequate fit. And finally, the CFI essentially compares the existing model
fit with a null model which assumes that the indicator variables (and hence also the latent
variables) in the model are uncorrelated. Values of the CFI above .9 indicate a relatively
good fit (Bentler, 1989).
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In conclusion, it should be noted that possible solutions aimed it improving model
fit can be identified by reviewing the normalized residual matrix. In general, if the model
fits the data well, entries in the normalized residual matrix tend to be zero or near-zero
resulting in the distribution of normalized residuals which (a) is centered on zero, (b) is
symmetrical, and (c) contains no or few large residuals (Hatcher, 1994).
Characteristics of Franchised Channel Operating Environment
The group of constructs that represent characteristics of the franchised channel
operating environment in the conceptual model of franchisee alienation consists of two
first-order factors (i.e., dependence and conflict) and one second-order factor (i.e.,
communication), which in turn comprises three first-order factors of communication
quality, information sharing, and participation in planning and goal setting.
The analysis in this section follows a sequence of straightforward steps. First,
reliability is assessed for all the first-order factors. Second, the second-order model for
the construct of communication is evaluated. And third, the convergent and discriminant
validity tests are performed.
The table below focuses on examining the performance of all the utilized multiitem construct measures in terms of their reliability. The reported results make it possible
to guide decisions with regard to making certain that a well-behaved first-order CFA
solution is derived.
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Table 5. Reliability Assessment of Multi-Item Construct Measures: Characteristics of
Franchised Channel Operating Environment
Construct, Dimension, Indicator

Dependence
Item 1
Item 2
Item 3
Item 4
Communication
Communication Quality
Item 1
Item 2
Item 3
Item 4
Information Sharing
Item 1
Item 2
Item 3
Item 4
Particip. in Planning/Goal Set.
Item 1
Item 2
Item 3
Item 4
Conflict
Item 1
Item 2
Item 3
Item 4
Item 5

Standardized
Loading

Indicator
Reliability

Error
Variance

.902
.882
.924
.342

.814
.777
.854
.117

.186
.223
.146
.883

.900
.953
.942
.920

.810
.908
.887
.847

.190
.092
.113
.153

.509
.742
.890
.582

.259
.551
.792
.339

.741
.449
.208
.661

.744
.770
.807
.858

.553
.593
.651
.736

.447
.407
.349
.264

.689
.898
.955
.949
.901

.474
.807
.913
.900
.811

.526
.193
.087
.100
.189

Cronbach’s
α

Composite
Reliability

Variance
Extracted

.834

.866

.640

.962

.962

.863

.759

.783

.485

.872

.873

.633

.944

.946

.781

As can be seen from Table 5, all individual constructs demonstrate acceptable
internal consistency. Specifically, the Cronbach’s α coefficients range from .759 to .962,
while the composite reliability values range from .783 to .962. In turn, with the only
exception of information sharing, the variance extracted estimates for all constructs are
acceptable (i.e., >.5). The variance extracted estimate for the construct of information
sharing falls slightly short of the desired level of .5. However, the variance extracted
estimate of .485 may be satisfactory, as Hatcher (1994) argues that the variance extracted
estimate test is quite conservative. Moreover, given that the variance extracted estimate
is computed using the following formula: Variance Extracted = ∑L i 2 / ∑L i 2 + Var (E i )
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where L i = the standardized factor loadings for a given factor and Var (E i ) = the error
variance associated with the individual indicator variables, the variance extracted
estimate for a construct will be improved by removing individual indicator variables
exhibiting substandard standardized factor loadings. And lastly, after a careful
examination of the standardized factor loadings reported in the table above, a decision
was made to eliminate certain scale items from further analysis, as they clearly failed to
exceed the target threshold of .6. In particular, Item 4 for the construct of dependence as
well as Item 1 for the construct of information sharing are dropped. Besides, Item 1 for
the construct of conflict is also removed. Even though the standardized factor loading for
this item is .689, the other items making up the same multi-item measurement scale
exhibit considerably higher standardized factor loadings.
Following the performance of the reliability checks, the model for the secondorder factor of communication is submitted to a close scrutiny. As stated previously, the
construct of communication is a second-order factor, as it is expected to account for the
correlations among the three first-order factors (i.e., communication quality, information
sharing, and participation in planning and goal setting). A CFA-based higher-order factor
analysis is performed in order to examine the second-order factor model as a whole, as
justified on conceptual grounds. The table below summarizes the results of the analysis.

Table 6. Second-Order CFA: Communication
Construct, Dimension

df

Communication
Communication Quality
Information Sharing
Participation in Planning/Goal Setting

41

Std.
Load.

χ2

Prob > χ2

RMR

NNFI

RMSEA

CFI

92.014

.000

.106

.954

.082

.966

.409
.723
.398
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The analysis reveals that the first-order factor of information sharing is the only
one of the three first-order factors loading acceptably on the second-order factor of
communication. The associated standardized loading is .723. On the basis of the
performed analysis, a decision was made to view the construct of communication
exclusively through the prism of information sharing. In other words, what used to be the
second-order factor of communication is now replaced entirely with the first-order factor
of information sharing. This makes sense, as in order to be effective, communication in
franchisee-franchisor dyads needs to be bilateral, which is adequately captured by the
construct of information sharing. It should be noted that the removal of Item 1 for the
construct of information sharing has effectively improved the variance extracted estimate
for that construct to .588, which is acceptable. In turn, the significant χ2 value of 92.014
indicates lack of satisfactory model fit. As the χ2 test is very conservative in terms of its
proneness to Type II error, the other model fit measures need to be examined.
Specifically, the RMR value of .106 does not satisfy the adequate model fit requirement
of ≤ .100, the NNFI value of .954 suggests a good model fit, the RMSEA value of .082
does not meet the adequate model fit standard of ≤ .080, and the CFI value of .966 is
sufficient to accept the model.
The next step in the sequence of analyses performed to evaluate the group of
constructs depicting the characteristics of the franchised channel operating environment
is to establish convergent and discriminant validity. The table below provides a summary
of the convergent validity tests.
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Table 7. Convergent Validity Assessment: Characteristics of Franchised Channel
Operating Environment
Standardized
Loading

ta

.875
.832
.718

15.209
14.852
16.283

.934b
.809
.785
.878

Information Sharing
Item 2
Item 3
Item 4

.671
.905
.704

9.537
14.789
10.169

.808b
.451
.891
.496

Conflict
Item 2
Item 3
Item 4
Item 5

.900
.960
.887
.899

15.434
17.283
15.067
15.395

.952b
.810
.921
.787
.809

Construct, Indicator

Dependence
Item 1
Item 2
Item 3

a

all t tests are significant at p < .001

b

denotes composite reliability

Reliability

Variance
Extracted

.824

.588

.832

The results of the analysis presented above make it possible to conclude that the
constructs of dependence, information sharing, and conflict exhibit convergent validity,
as the obtained t values show that all factor loadings are significant at p < .001. In turn,
the results of the variance extracted tests for discriminant validity are summarized in the
table below.

Table 8. Discriminant Validity Assessment: Characteristics of Franchised Channel
Operating Environment
Construct
(a)

Variance Extracted
(a)

Construct
(b)

Variance Extracted
(b)

Correlation
Estimate

Squared
Correlation

Dependence

.824

Information Sharing

.588

.206

.042

Dependence

.824

Conflict

.832

-.317

.100

Conflict

.832

Information Sharing

.588

-.352

.124
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The outcomes of the variance extracted tests reported above attest that the
constructs of dependence, information sharing, and conflict demonstrate discriminant
validity. In each of the three pairs of constructs examined, the construct-specific variance
extracted estimates are greater than the inter-construct squared correlation.
The final step in this section’s analysis is the simultaneous assessment of all the
constructs of interest (i.e., dependence, information sharing, and conflict). Upon a
preliminary examination of the normalized residual matrix, a decision was made to
remove Item 5 measuring the construct of conflict from further analysis. The table below
reports the values of the goodness-of-fit statistics for the model as a whole.

Table 9. Model Assessment: Characteristics of Franchised Channel Operating
Environment
Goodness-of-Fit Statistics

Values

df

24

χ2

41.256 (p < .016)

RMR

.112

NNFI

.980

RMSEA

.062

CFI

.986

As the above table indicates, the significant χ2 value of 41.256 indicates lack of
satisfactory model fit. Given that the χ2 test is very conservative in terms of its proneness
to Type II error, the other model fit measures need to be examined. Specifically, the
RMR value of .112 does not meet the adequate model fit standard of ≤ .100, the NNFI
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value of .980 suggests a good model fit, the RMSEA value of .062 satisfies the adequate
model fit requirement of ≤ .080, and the CFI value of .986 is sufficient to accept the
model.
Relationship Climate
In the conceptual model of franchisee alienation, relationship climate is
represented by the construct of relationship quality, which is a third-order factor that
includes the first-order factors of commitment, trust, and relationship satisfaction as well
as the second-order factor of relationalism. In turn, the construct of relationalism is a
second-order factor comprising the first-order factors of flexibility, solidarity, mutuality,
and harmonization of conflict.
The analysis in this section follows a sequence of straightforward steps. First,
reliability is assessed for all the first-order factors. Second, the second-order model for
the construct of relationalism is examined. Concurrently, convergent and discriminant
validity are evaluated for the dimensions of relationalism. Third, convergent and
discriminant validity are evaluated for all the dimensions of the construct of relationship
quality. And fourth, the third-order model is scrutinized as a whole.
The table below summarizes the assessment of reliability of all the used multiitem measurement scales. The reported results make it possible to guide decisions with
regard to making certain that a well-behaved first-order CFA solution is derived.
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Table 10. Reliability Assessment of Multi-Item Construct Measures: Relationship
Climate
Construct, Dimension, Indicator

Relationship Quality
Commitment
Item 1
Item 2
Item 3
Item 4
Item 5
Trust
Item 1
Item 2
Item 3
Item 4
Item 5
Relationship Satisfaction
Item 1
Item 2
Item 3
Item 4
Item 5
Relationalism
Flexibility
Item 1
Item 2
Item 3
Item 4
Item 5
Solidarity
Item 1
Item 2
Item 3
Item 4
Mutuality
Item 1
Item 2
Item 3
Item 4
Harmonization of Conflict
Item 1
Item 2
Item 3
Item 4

Standardized
Loading

Indicator
Reliability

Error
Variance

Cronbach’s
α

Composite
Reliability

Variance
Extracted

.889
.901
.882
.826
.883

.790
.811
.778
.682
.779

.210
.189
.222
.318
.221

.942

.943

.768

.914
.967
.969
.968
.932

.836
.935
.939
.937
.869

.164
.065
.061
.063
.131

.979

.979

.903

.882
.959
.960
.913
.774

.778
.919
.921
.834
.599

.222
.081
.079
.166
.401

.955

.955

.810

.191
.263
.900
.966
.655

.036
.069
.810
.933
.428

.964
.931
.190
.067
.572

.772

.765

.455

.768
.393
.921
.905

.590
.155
.848
.819

.410
.845
.152
.181

.826

.849

.603

.814
.920
.944
.908

.662
.845
.892
.824

.338
.155
.108
.176

.943

.943

.806

.925
.931
.866
.935

.856
.867
.750
.875

.144
.133
.250
.125

.953

.954

.837

As can be seen from the table above, all the utilized measurement scales perform
quite well in terms of their internal consistency. The construct of flexibility exhibits the
lowest Cronbach’s α coefficient, which is at the level of .772, still high enough to be
classified as adequate. In turn, the construct of flexibility is the only construct exhibiting
a substandard variance extracted estimate of .455. This essentially means that variance
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due to measurement error is larger than the variance captured by the factor. Again,
according to Hatcher (1994), a substandard variance extracted estimate should not be
regarded as a red flag, as in reality reliabilities can be acceptable even if variance
extracted estimates are less than .5. And finally, a review of the standardized factor
loadings revealed that Item 1 and Item 2 measuring the construct of flexibility along with
Item 2 measuring the construct of solidarity obviously failed to exceed the desired
threshold of .6. Hence, these three items are removed from further analysis.
Following the performance of the reliability checks, the second-order model for
the construct of relationalism is submitted to a close scrutiny. The construct of
relationalism is a second-order factor, as it is expected to account for the correlations
among the four first-order factors (i.e., flexibility, solidarity, mutuality, and
harmonization of conflict). A CFA-based higher-order factor analysis is performed in
order to examine the second-order factor model as a whole, as justified on conceptual
grounds. Upon a preliminary examination of the normalized residual matrix, a decision
was made to remove Item 1 measuring the construct of mutuality and Item 3 measuring
the construct of harmonization of conflict from further analysis. The table below
summarizes the results of the analysis.

Table 11. Second-Order CFA: Relationalism
Construct, Dimension

Relationalism
Flexibility
Solidarity
Mutuality
Harmonization of Conflict

df

Std.
Load.

50

χ2

Prob > χ2

RMR

NNFI

RMSEA

CFI

77.101

< .008

.106

.985

.054

.988

.904
.706
.915
.920
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The analysis reveals that all the four first-order factors examined exhibit
acceptable standardized loadings on the second-order factor of relationalism. The
associated standardized loadings range from .706 to .920. In turn, the significant χ2 value
of 77.101 indicates lack of satisfactory model fit. Given that the χ2 test is very
conservative in terms of its proneness to Type II error, the other model fit measures need
to be examined. Specifically, the RMR value of .106 does not satisfy the adequate model
fit requirement of ≤ .100, the NNFI value of .985 suggests a good model fit, the RMSEA
value of .054 meets the adequate model fit standard of ≤ .080, and the CFI value of .988
is sufficient to accept the model.
The next step in the analysis is to evaluate how the first-order factors of
flexibility, solidarity, mutuality, and harmonization of conflict perform in terms of
convergent and discriminant validity. The table below provides a summary of the
convergent validity tests.
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Table 12. Convergent Validity Assessment: Dimensions of Relationalism
Standardized
Loading

ta

Flexibility
Item 3
Item 4
Item 5

.920
.945
.661

24.666
26.400
11.900

.886b
.846
.893
.437

Solidarity
Item 1
Item 3
Item 4

.753
.957
.872

15.998
28.538
23.143

.898b
.567
.916
.760

Mutuality
Item 2
Item 3
Item 4

.917
.948
.912

26.394
29.675
26.101

.947b
.841
.899
.832

27.253
27.864
31.006

.950b
.839
.854
.901

Construct, Indicator

Harmonization of Conflict
Item 1
Item 2
Item 4
a

all t tests are significant at p < .001

b

denotes composite reliability

.916
.924
.949

Reliability

Variance
Extracted

.725

.748

.857

.864

The results of the analysis presented above make it possible to conclude that the
constructs of flexibility, solidarity, mutuality, and harmonization of conflict exhibit
convergent validity, as the obtained t values show that all factor loadings are significant
at p < .001. In turn, the results of the variance extracted tests for discriminant validity are
summarized in the table below.
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Table 13. Discriminant Validity Assessment: Dimensions of Relationalism
Construct
(a)

Variance Extracted
(a)

Construct
(b)

Variance Extracted
(b)

Correlation
Estimate

Squared
Correlation

Flexibility

.725

Solidarity

.748

.611

.373

Flexibility

.725

Mutuality

.857

.836

.699

Flexibility

.725

Harmonization of Conflict

.864

.832

.692

Solidarity

.748

Mutuality

.857

.645

.416

Solidarity

.748

Harmonization of Conflict

.864

.672

.452

Mutuality

.857

Harmonization of Conflict

.864

.835

.697

The outcomes of the variance extracted tests reported above attest that the
constructs of flexibility, solidarity, mutuality, and harmonization of conflict demonstrate
discriminant validity. In each of the six pairs of constructs examined, the constructspecific variance extracted estimates are greater than the inter-construct squared
correlation.
As the validity of the dimensions included in the second-order factor of
relationalism has been demonstrated, it is now possible to examine the convergent and
discriminant validity of the dimensions that represent the third-order factor of
relationship quality. The following table reports the outcomes of the convergent validity
tests for the constructs of commitment, trust, relationship satisfaction, and relationalism.

97

Table 14. Convergent Validity Assessment: Relationship Quality
Construct, Indicator

Commitment
Item 1
Item 2
Item 3
Item 4
Item 5

Standardized
Loading

ta

.947
.920
.931
.736
.824

17.177
16.312
16.682
11.550
13.621

.942b
.897
.846
.867
.542
.679

Reliability

Trust
Item 1
Item 2
Item 3
Item 4
Item 5

.913
.964
.965
.970
.920

16.162
17.847
17.872
18.068
16.389

.977b
.834
.929
.931
.941
.846

Relationship Satisfaction
Item 1
Item 2
Item 3
Item 4
Item 5

.878
.951
.955
.925
.783

15.370
17.344
17.500
16.496
12.542

.955b
.771
.904
.912
.856
.613

Relationalism
Flexibility
Solidarity
Mutuality
Harmonization of Conflict

.895
.715
.929
.910

14.003
10.355
14.975
14.554

.923b
.801
.511
.863
.828

a

all t tests are significant at p < .001

b

denotes composite reliability

Variance
Extracted

.766

.896

.811

.751

The results of the analysis presented above make it possible to conclude that the
constructs of commitment, trust, relationship satisfaction, and relationalism exhibit
convergent validity, as the obtained t values show that all factor loadings are significant
at p < .001. In turn, the results of the variance extracted tests for discriminant validity are
summarized in the table below.

98

Table 15. Discriminant Validity Assessment: Dimensions of Relationship Quality
Construct
(a)

Variance Extracted
(a)

Construct
(b)

Variance Extracted
(b)

Correlation
Estimate

Squared
Correlation

Commitment

.766

Trust

.896

.873

.762

Commitment

.766

Relationship Satisfaction

.811

.804

.646

Commitment

.766

Relationalism

.751

.772

.596

Trust

.896

Relationship Satisfaction

.811

.794

.630

Trust

.896

Relationalism

.751

.826

.682

Relationship Sat.

.811

Relationalism

.751

.756

.572

The outcomes of the variance extracted tests reported above attest that the
constructs of commitment, trust, relationship satisfaction, and relationalism demonstrate
discriminant validity. In each of the six pairs of constructs examined, the constructspecific variance extracted estimates are greater than the inter-construct squared
correlation.
As the final step in this section’s analysis, the third-order factor of relationship
quality comprising the dimensions of commitment, trust, relationship satisfaction, and
relationalism is subjected to a CFA-based higher-order factor analysis with the purpose of
examining the third-order factor model as a whole, as justified on conceptual grounds.
Upon a preliminary examination of the normalized residual matrix, a decision was made
to remove Item 3 and Item 4 measuring the construct of commitment, Item 1 and Item 2
measuring the construct of trust, and Item 2 and Item 4 measuring the construct of
relationship satisfaction from further analysis. The table below summarizes the results of
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the analysis and reports the values of the goodness-of-fit statistics for the third-order
model.

Table 16. Third-Order CFA: Relationship Quality
Construct, Dimension

Relationship Quality
Commitment
Trust
Relationship Satisfaction
Relationalism

df

Std.
Load.

181

χ2

Prob > χ2

RMR

NNFI

RMSEA

CFI

323.405

.000

.115

.964

.065

.969

.926
.945
.876
.859

The analysis reveals that all the four factors examined exhibit acceptable
standardized loadings on the third-order factor of relationship quality. The associated
standardized loadings range from .859 to .945. In turn, the significant χ2 value of 323.405
indicates lack of satisfactory model fit. Given that the χ2 test is very conservative in
terms of its proneness to Type II error, the other model fit measures need to be examined.
Specifically, the RMR value of .115 does not meet the adequate model fit requirement of
≤ .100, the NNFI value of .964 suggests a good model fit, the RMSEA value of .065
satisfies the adequate model fit standard of ≤ .080, and the CFI value of .969 is sufficient
to accept the model.
Franchisee Responses
In accordance with the conceptual model of franchisee alienation, the group of
constructs representing franchisee responses comprises three first-order factors (i.e.,
constructive discussion, passive acceptance, and venting) and one second-order factor
(i.e., disengagement). The construct of disengagement encompasses the dimensions of
threatened withdrawal and passive separation.
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The analysis in this section follows a sequence of straightforward steps. First,
reliability is assessed for all the first-order factors. Second, the second-order model for
the construct of disengagement is examined. Concurrently, convergent and discriminant
validity are evaluated for the dimensions of disengagement. Third, convergent and
discriminant validity are evaluated for all the constructs that represent the franchisee
responses. And fourth, the model of the franchisee responses is scrutinized as a whole.
The table below summarizes the examination of reliability of all the used multi-item
measurement scales. The reported results make it possible to guide decisions with regard
to making certain that a well-behaved first-order CFA solution is derived.
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Table 17. Reliability Assessment of Multi-Item Construct Measures: Franchisee
Responses
Standardized
Loading

Indicator
Reliability

Error
Variance

Cronbach’s
α

Composite
Reliability

Variance
Extracted

.859
.891
.799
.803
.818

.738
.793
.638
.654
.669

.262
.207
.362
.355
.331

.919

.920

.967

.906
.938
.598
.695
.658

.820
.879
.357
.483
.433

.180
.121
.643
.517
.567

.880

.877

.594

Constructive Discussion
Item 1
Item 2
Item 3
Item 4

.596
.910
.828
.751

.355
.828
.685
.564

.645
.172
.315
.436

.850

.859

.608

Passive Acceptance
Item 1
Item 2
Item 3
Item 4

.662
.844
.906
.740

.438
.713
.821
.547

.562
.287
.179
.453

.864

.870

.630

Venting
Item 2
Item 3
Item 4
Item 5

.902
.837
.574
.523

.813
.700
.329
.274

.187
.300
.671
.726

.793

.810

.529

Construct, Dimension, Indicator

Disengagement
Threatened Withdrawal
Item 1
Item 2
Item 3
Item 4
Item 5
Passive Separation
Item 1
Item 2
Item 3
Item 4
Item 5

The above table shows that all the constructs examined demonstrate sufficient
internal consistency. In particular, while the Cronbach’s α coefficients fall within the
range between .793 and .919, the composite reliabilities range from .810 to .920. In turn,
all the variance extracted estimates exceed .5. Lastly, a scrutiny of the standardized
factor loadings suggests that Item 3 measuring the construct of passive separation, Item 1
measuring the construct of constructive discussion, and Item 5 measuring the construct of
venting be removed from further analysis. The standardized factor loadings of these
items did not reach the desired level of .6. At the same time, the standardized factor
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loading associated with Item 4 measuring the construct of venting is .574. A decision
was made to retain this item in order to meet the requirement of having at least three
indicators for the latent factor of venting. It should be noted that models with just two
indicator variables per factor are prone to identification and convergence problems
(Lomax, 1982; Bentler & Chou, 1987; Anderson & Gerbing, 1988).
Following the performance of the reliability checks, the model for the secondorder factor of disengagement is submitted to a close scrutiny. As stated previously, the
construct of disengagement is a second-order factor, as it is expected to account for the
correlations among the two first-order factors (i.e., threatened withdrawal and passive
separation). A CFA-based higher-order factor analysis is performed in order to examine
the second-order factor model as a whole, as justified on conceptual grounds. Upon a
preliminary examination of the normalized residual matrix, a decision was made to
remove Item 2 and Item 4 measuring the construct of threatened withdrawal as well as
Item 4 measuring the construct of passive separation from further analysis. The table
below summarizes the results of the analysis.

Table 18. Second-Order CFA: Disengagement
Construct, Dimension

Disengagement
Threatened Withdrawal
Passive Separation

df

Standardized
Loading

15

χ2

Prob > χ2

RMR

NNFI

RMSEA

CFI

19.638

.012

.167

.966

.089

.982

.717
.742

The analysis reveals that the two first-order factors examined exhibit acceptable
standardized loadings on the second-order factor of disengagement. The associated
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standardized loadings for the factors of threatened withdrawal and passive separation are
.717 and .742, respectively. In turn, the significant χ2 value of 19.638 indicates lack of
satisfactory model fit. Given that the χ2 test is very conservative in terms of its proneness
to Type II error, the other model fit measures need to be examined. Specifically, the
RMR value of .167 does not satisfy the adequate model fit requirement of ≤ .100, the
NNFI value of .966 suggests a good model fit, the RMSEA value of .089 does not meet
the adequate model fit standard of ≤ .080, and the CFI value of .982 is sufficient to accept
the model.
The next step in the analysis is to evaluate how the first-order factors of
threatened withdrawal and passive separation perform in terms of convergent and
discriminant validity. The table below provides a summary of the convergent validity
tests.

Table 19. Convergent Validity Assessment: Dimensions of Disengagement
Standardized
Loading

ta

Threatened Withdrawal
Item 1
Item 3
Item 5

.834
.823
.801

12.983
12.753
12.307

.860b
.696
.677
.642

Passive Separation
Item 1
Item 2
Item 5

.919
.936
.636

15.431
15.889
9.383

.876b
.845
.876
.404

Construct, Indicator

a

all t tests are significant at p < .001

b

denotes composite reliability
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Reliability

Variance
Extracted

.671

.708

The results of the analysis presented above make it possible to conclude that the
constructs of threatened withdrawal and passive separation exhibit convergent validity, as
the obtained t values show that all factor loadings are significant at p < .001. In turn, the
results of the variance extracted test for discriminant validity are summarized in the table
below.

Table 20. Discriminant Validity Assessment: Dimensions of Disengagement
Construct
(a)

Variance Extracted
(a)

Threatened With.

.671

Construct
(b)
Passive Separation

Variance Extracted
(b)

Correlation
Estimate

Squared
Correlation

.708

.532

.283

The outcomes of the variance extracted test reported above attest that in the
context of the pair of the constructs of threatened withdrawal and passive separation, both
the construct-specific variance extracted estimates are greater than the inter-construct
squared correlation. Hence, the constructs of threatened withdrawal and passive
separation demonstrate discriminant validity.
The next step in the sequence of analyses performed to evaluate the group of
constructs depicting the franchisee responses is to establish convergent and discriminant
validity for all the constructs included in the group. The table below provides a summary
of the convergent validity tests.
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Table 21. Convergent Validity Assessment: Franchisee Responses
Standardized
Loading

ta

Disengagement
Threatened Withdrawal
Passive Separation

.717
.742

9.052
12.018

.695b
.514
.551

Constructive Discussion
Item 2
Item 3
Item 4

.743
.771
.761

10.833
11.472
11.255

.802b
.551
.594
.580

11.332
11.698
12.798
12.723

.870b
.572
.596
.669
.664

12.445
11.275
11.999

.829b
.653
.576
.624

Construct, Indicator

Passive Acceptance
Item 1
Item 2
Item 3
Item 4

.756
.772
.818
.815

Venting
Item 2
Item 3
Item 4

.808
.759
.790

a

all t tests are significant at p < .001

b

denotes composite reliability

Reliability

Variance
Extracted

.532

.575

.625

.618

The results of the analysis presented above make it possible to conclude that the
constructs of disengagement, constructive discussion, passive acceptance, and venting
exhibit convergent validity, as the obtained t values show that all factor loadings are
significant at p < .001. In turn, the results of the variance extracted tests for discriminant
validity are summarized in the table below.
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Table 22. Discriminant Validity Assessment: Franchisee Responses
Construct
(a)

Variance Extracted
(a)

Construct
(b)

Variance Extracted
(b)

Correlation
Estimate

Squared
Correlation

Disengagement

.532

Constructive Discussion

.575

.218

.048

Disengagement

.532

Passive Acceptance

.625

-.210

.044

Disengagement

.532

Venting

.618

.351

.123

Constructive Dis.

.575

Passive Acceptance

.625

-.360

.130

Constructive Dis.

.575

Venting

.618

.543

.295

Passive Accept.

.625

Venting

.618

-.361

.130

The outcomes of the variance extracted tests reported above attest that the
constructs of disengagement, constructive discussion, passive acceptance, and venting
demonstrate discriminant validity. In each of the six pairs of constructs examined, the
construct-specific variance extracted estimates are greater than the inter-construct
squared correlation.
The final step in this section’s analysis is the simultaneous assessment of all the
constructs of interest (i.e., disengagement, constructive discussion, passive acceptance,
and venting). Upon a preliminary examination of the normalized residual matrix, a
decision was made to remove Item 4 measuring the construct of passive acceptance from
further analysis. The table below reports the values of the goodness-of-fit statistics for
the model as a whole.
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Table 23. Model Assessment: Franchisee Responses
Goodness-of-Fit Statistics

Values

df

83

χ2

123.714 (p < .002)

RMR

.176

NNFI

.965

RMSEA

.052

CFI

.973

A review of the goodness-of-fit statistics reported in the above table suggests that
the significant χ2 value of 123.714 indicates lack of satisfactory model fit. Given that the
χ2 test is very conservative in terms of its proneness to Type II error, the other model fit
measures need to be examined. Specifically, the RMR value of .176 does not meet the
adequate model fit standard of ≤ .100, the NNFI value of .965 implies a good model fit,
the RMSEA value of .052 satisfies the adequate model fit requirement of ≤ .080, and the
CFI value of .973 is sufficient to accept the model.
Franchisee Perceptions of Controllability of Outcomes
The group of constructs reflecting the franchisee perceptions of controllability of
outcomes includes just one single-order factor of controllability. It should be noted that
the multi-item scale measuring the construct of controllability was developed by the
researchers.
The analysis in this section follows a sequence of straightforward steps. First,
reliability is assessed for the construct of controllability. Second, convergent validity is
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evaluated for the construct of controllability. And lastly, the first-order model for the
construct of controllability is scrutinized as a whole. The table below summarizes the
examination of reliability of the used multi-item measurement scale. The reported results
make it possible to guide decisions with regard to making certain that a well-behaved
first-order CFA solution is derived.

Table 24. Reliability Assessment of Multi-Item Construct Measures: Franchisee
Perceptions of Controllability of Outcomes
Construct, Dimension, Indicator

Controllability
Item 1
Item 2
Item 3
Item 4
Item 5

Standardized
Loading

Indicator
Reliability

Error
Variance

Cronbach’s
α

Composite
Reliability

Variance
Extracted

.406
.799
.556
.940
.925

.164
.638
.309
.883
.855

.836
.362
.691
.117
.145

.856

.859

.570

As can be seen from the table above, the construct’s Cronbach’s α coefficient and
composite reliability are .856 and .859, respectively. In turn, the variance extracted
estimate clearly meets the commonly accepted standard. Lastly, upon a review of the
standardized factor loadings, a decision was made to drop Item 1 and Item 3 from further
analysis due to the fact the items’ standardized factor loadings are at the levels of .406
and .556, respectively.
The next step in the sequence of analyses performed to evaluate the group of
constructs representing the franchisee perceptions of controllability of outcomes is to
establish convergent validity for the construct of controllability. The table below
provides a summary of the convergent validity test.
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Table 25. Convergent Validity Assessment: Controllability
Construct, Indicator

Controllability
Item 2
Item 4
Item 5
a

all t tests are significant at p < .001

b

denotes composite reliability

Standardized
Loading

ta

.779
.948
.922

12.395
16.653
15.893

Reliability

Variance
Extracted

.916b
.607
.899
.850

.785

The results of the analysis presented above make it possible to conclude that the
construct of controllability exhibits convergent validity, as the obtained t values show
that all factor loadings are significant at p < .001.
The final step in this section’s analysis is the assessment of the first-order model
of controllability. It should be noted that the first-order model for the construct of
controllability cannot be meaningfully evaluated due to the fact that the model concerned
is just-identified (i.e., there is a one-to-one correspondence between the data and the
structural parameters). Byrne (2001) posits that “… the just-identified model is not
scientifically interesting because it has no degrees of freedom” (p. 35).
Franchisee Causal Attributions
The conceptual model of franchisee alienation proposes that the group of
constructs representing franchisee causal attributions includes two first-order factors (i.e.,
universality of attributions and globality of attributions). It should be noted that the
multi-item scales measuring the constructs of universality of attributions and globality of
attributions were developed by the researchers.
The analysis in this section follows a sequence of straightforward steps. First,
reliability is assessed for the two constructs. Second, the convergent and discriminant
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validity are evaluated for both constructs. And lastly, the model of franchisee causal
attributions is scrutinized as a whole. The table below provides a summary of the
examination of reliability of the two constructs. The reported results make it possible to
guide decisions with regard to making certain that a well-behaved first-order CFA
solution is derived.

Table 26. Reliability Assessment of Multi-Item Construct Measures: Franchisee Causal
Attributions
Standardized
Loading

Indicator
Reliability

Error
Variance

Cronbach’s
α

Composite
Reliability

Variance
Extracted

Universality of Attributions
Item 1
Item 2
Item 3
Item 4
Item 5

.711
.890
.939
.935
.944

.506
.791
.881
.974
.892

.494
.209
.119
.126
.108

.948

.949

.789

Globality of Attributions
Item 1
Item 2
Item 3
Item 4
Item 5

.930
.955
.963
.833
.926

.865
.912
.927
.694
.857

.135
.088
.073
.306
.143

.966

.966

.851

Construct, Dimension, Indicator

The above table shows that both constructs perform well in terms of their internal
consistency. In particular, the Cronbach’s α coefficients for the constructs of universality
of attributions and globality of attributions are .948 and .966, respectively. The
constructs’ composite reliabilities are also high. Further, the associated variance
extracted estimates exceed the threshold of .5. And finally, upon a careful examination
of the standardized factor loadings, it was clear that no removal of items was necessary.
The next step in the sequence of analyses performed to evaluate the group of
constructs depicting the franchisee causal attributions is to establish convergent and
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discriminant validity for all the constructs included in the group. The table below
provides a summary of the convergent validity tests.

Table 27. Convergent Validity Assessment: Franchisee Causal Attributions
Standardized
Loading

ta

Universality of Attributions
Item 1
Item 2
Item 3
Item 4
Item 5

.712
.891
.936
.934
.947

11.017
15.400
16.779
16.698
17.125

.949b
.508
.794
.876
.871
.896

Globality of Attributions
Item 1
Item 2
Item 3
Item 4
Item 5

.931
.964
.962
.832
.924

16.678
17.751
17.696
13.829
16.454

.967b
.868
.929
.925
.692
.855

Construct, Indicator

a

all t tests are significant at p < .001

b

denotes composite reliability

Reliability

Variance
Extracted

.789

.854

The results of the analysis presented above make it possible to conclude that the
constructs of universality of attributions and globality of attributions exhibit convergent
validity, as the obtained t values show that all factor loadings are significant at p < .001.
In turn, the results of the variance extracted test for discriminant validity are summarized
in the table below.

Table 28. Discriminant Validity Assessment: Franchisee Causal Attributions
Construct
(a)

Variance Extracted
(a)

Universality Att.

.789

Construct
(b)
Globality of Att.
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Variance Extracted
(b)

Correlation
Estimate

Squared
Correlation

.854

.474

.225

The outcomes of the variance extracted test reported above attest that in the
context of the pair of the constructs of universality of attributions and globality of
attributions, both the construct-specific variance extracted estimates are greater than the
inter-construct squared correlation. Hence, the constructs of universality of attributions
and globality of attributions demonstrate discriminant validity.
The final step in this section’s analysis is the simultaneous assessment of all the
constructs of interest (i.e., universality of attributions and globality of attributions). Upon
a preliminary examination of the normalized residual matrix, a decision was made to
remove Item 2 and Item 4 measuring the construct of universality of attributions as well
as Item 3 and Item 5 measuring the construct of globality of attributions from further
analysis. The table below reports the values of the goodness-of-fit statistics for the model
as a whole.

Table 29. Model Assessment: Franchisee Causal Attributions
Goodness-of-Fit Statistics

Values

df

8

χ2

43.313 (p < .000)

RMR

.100

NNFI

.930

RMSEA

.155

CFI

.963
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A review of the goodness-of-fit statistics reported in the above table suggests that
the significant χ2 value of 43.313 indicates lack of satisfactory model fit. Given that the
χ2 test is very conservative in terms of its proneness to Type II error, the other model fit
measures need to be examined. Specifically, the RMR value of .100 satisfies the
adequate model fit standard of ≤ .100, the NNFI value of .930 suggests an adequate
model fit, the RMSEA value of .155 does not meet the adequate model fit requirement of
≤ .080, and the CFI value of .963 is insufficient to accept the model.
Franchisee Affective Reaction
The group of constructs representing franchisee affective reaction in the
conceptual model of franchisee alienation includes the second-order factor of alienation,
which encompasses the four first-order factors of powerlessness, normlessness,
meaninglessness, and social isolation.
The analysis in this section follows a sequence of straightforward steps. First,
reliability is assessed for all the first-order factors. Second, the second-order model for
the construct of alienation is evaluated. Concurrently, convergent and discriminant
validity are evaluated for the dimensions of the construct of alienation. Lastly, the
second-order model of alienation is scrutinized as a whole. The table below reports on
the assessment of reliability of the constructs concerned. The reported results make it
possible to guide decisions with regard to making certain that a well-behaved first-order
CFA solution is derived.
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Table 30. Reliability Assessment of Multi-Item Construct Measures: Franchisee
Affective Reaction
Construct, Dimension, Indicator

Alienation
Powerlessness
Item 1
Item 2
Item 3
Item 4
Normlessness
Item 1
Item 2
Item 3
Item 4
Item 5
Meaninglessness
Item 1
Item 2
Item 3
Item 4
Item 5
Social Isolation
Item 1
Item 2
Item 3
Item 4

Standardized
Loading

Indicator
Reliability

Error
Variance

.798
.947
.895
.708

.636
.897
.801
.501

.364
.103
.199
.499

.695
.918
.909
.773
.876

.483
.843
.826
.598
.767

.517
.157
.174
.402
.233

.686
.763
.883
.933
.807

.471
.582
.780
.870
.651

.529
.418
.220
.130
.349

.816
.787
.845
.390

.665
.620
.714
.152

.335
.380
.286
.848

Cronbach’s
α

Composite
Reliability

Variance
Extracted

.903

.906

.709

.920

.921

.703

.913

.910

.671

.793

.813

.538

The above summary shows that all the constructs examined demonstrate
acceptable internal consistency. Specifically, the Cronbach’s α coefficients and the
composite reliabilities range between .793 and .920 and between .813 and .921,
respectively. In turn, all the variance extracted estimates exceed the target level of .5.
Finally, a review of the standardized factor loadings suggests that it is necessary to drop
Item 4 measuring social isolation from further analysis, given the item’s clearly
substandard standardized factor loading of .390.
Following the performance of the reliability checks, the model for the secondorder factor of alienation is submitted to a close scrutiny. As stated previously, the
construct of alienation is a second-order factor, as it is expected to account for the
correlations among the four first-order factors (i.e., powerlessness, normlessness,
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meaninglessness, and social isolation). A CFA-based higher-order factor analysis is
performed in order to examine the second-order factor model as a whole, as justified on
conceptual grounds. Upon a preliminary examination of the normalized residual matrix,
a decision was made to remove Item 3 measuring the construct of powerlessness, Item 1
and Item 3 measuring the construct of normlessness, and Item 1 and Item 4 measuring the
construct of meaninglessness from further analysis. The table below summarizes the
results of the analysis.

Table 31. Second-Order CFA: Alienation
Construct, Dimension

Alienation
Powerlessness
Normlessness
Meaninglessness
Social Isolation

df

Standardized
Loading

50

χ2

Prob > χ2

RMR

NNFI

RMSEA

CFI

138.354

< .000

.226

.926

.098

.944

.871
.918
.959
.665

The analysis reveals that all the four first-order factors examined exhibit
acceptable standardized loadings on the second-order factor of alienation. The associated
standardized loadings range from .665 to .959. In turn, the significant χ2 value of 138.354
indicates lack of satisfactory model fit. Given that the χ2 test is very conservative in
terms of its proneness to Type II error, the other model fit measures need to be examined.
Specifically, the RMR value of .226 does not satisfy the adequate model fit standard of ≤
.100, the NNFI value of .926 suggests an adequate model fit, the RMSEA value of .098
does not meet the adequate model fit requirement of ≤ .080, and the CFI value of .944 is
sufficient to accept the model.
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The next step in the analysis is to evaluate how the first-order factors of
powerlessness, normlessness, meaninglessness, and social isolation perform in terms of
convergent and discriminant validity. The table below provides a summary of the
convergent validity tests.

Table 32. Convergent Validity Assessment: Dimensions of Alienation
Construct, Indicator

Powerlessness
Item 1
Item 2
Item 4

Standardized
Loading

ta

.837
.900
.730

13.619
15.263
11.165

.864b
.701
.810
.533

Reliability

Normlessness
Item 2
Item 4
Item 5

.903
.756
.911

15.524
11.828
15.757

.894b
.815
.572
.830

Meaninglessness
Item 2
Item 3
Item 5

.871
.745
.807

14.471
11.481
12.878

.850b
.759
.555
.651

Social Isolation
Item 1
Item 2
Item 3

.813
.784
.853

12.723
12.077
13.633

.858b
.661
.615
.728

a

all t tests are significant at p < .001

b

denotes composite reliability

Variance
Extracted

.681

.739

.655

.668

The results of the analysis presented above make it possible to conclude that the
constructs of powerlessness, normlessness, meaninglessness, and social isolation exhibit
convergent validity, as the obtained t values show that all factor loadings are significant
at p < .001. In turn, the results of the variance extracted tests for discriminant validity are
summarized in the table below.
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Table 33. Discriminant Validity Assessment: Dimensions of Alienation
Construct
(a)

Variance Extracted
(a)

Construct
(b)

Variance Extracted
(b)

Correlation
Estimate

Squared
Correlation

Powerlessness

.681

Normlessness

.739

.765

.585

Powerlessness

.681

Meaninglessness

.655

.812

.659

Powerlessness

.681

Social Isolation

.668

.777

.604

Normlessness

.739

Meaninglessness

.655

.910

.828

Normlessness

.739

Social Isolation

.668

.560

.314

Meaninglessness

.655

Social Isolation

.668

.569

.324

The outcomes of the variance extracted tests reported above attest that in four out
of the six pairs of constructs examined, the construct-specific variance extracted
estimates are greater than the inter-construct squared correlation. The only problematic
pairs involve the constructs of powerlessness and meaninglessness and the constructs of
normlessness and meaninglessness. In particular, in the former pair, the variance
extracted estimate for the construct of meaninglessness (.655) fails to exceed the interconstruct squared correlation of .659. In the latter pair, the variance extracted estimates
for both constructs fail to exceed the inter-construct squared correlation. In light of this,
a decision was made to exclude the dimension of meaninglessness from the model of
alienation. This makes sense, as the typical franchise system relies heavily on the soft
governance mechanisms such as norms to maintain the close-knit social structure of its
network. Hence, the tendency on the part of a member of the franchise system to engage
in deviant behaviors that stems out of the member’s lack of respect for the norms is of
particular interest in this study. Besides, a decision was made to remove the dimension
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of powerlessness from the model of alienation. This decision is justified in light of the
observed high inter-construct correlations between certain dimensions of alienation.
Specifically, the construct of powerlessness appears to be highly correlated with both the
construct of normlessness (r = .765) and the construct of social isolation (r = .777). As
Grewal, Cote, and Baumgartner (2004) suggest, when multicollinearity is higher than .75
and more than two constructs are involved, the Type II error becomes a substantial risk.
As the final step in this section’s analysis, the second-order factor of alienation
comprising the dimensions of normlessness and social isolation is subjected to a CFAbased higher-order factor analysis with the purpose of examining the second-order factor
model as a whole, as justified on conceptual grounds. The table below summarizes the
results of the analysis and reports the values of the goodness-of-fit statistics for the
second-order model.

Table 34. Second-Order CFA: Alienation
Construct, Dimension

Alienationa
Normlessness
Social Isolation
a

df

Standardized
Loading

7

χ2

Prob > χ2

RMR

NNFI

RMSEA

CFI

10.675

< .153

.121

.988

.053

.994

.764
.732

the original dimensions of powerlessness and meaninglessness are excluded

The reported goodness-of-fit statistics indicate that the insignificant χ2 value of
10.675 indicates satisfactory model fit. In turn, the RMR value of .121 does not satisfy
the adequate model fit standard of ≤ .100, the NNFI value of .988 implies a good model
fit, the RMSEA value of .053 meets the adequate model fit requirement of ≤ .080, and the
CFI value of .994 is sufficient to accept the model.
119

Franchisee Consequences
The group of constructs representing franchisee consequences comprises two
first-order factors (i.e., opportunism and subjective performance) and two single-indicator
constructs of intention to litigate and intention to dissolve the relationship. It should be
noted that the two single-item scales measuring the constructs of intention to litigate and
intention to dissolve the relationship were developed by the researchers.
The analysis in this section follows a sequence of straightforward steps. First,
reliability is assessed for the two first-order factors. Second, the convergent and
discriminant validity are evaluated for both first-order factors. And lastly, the model of
the franchisee consequences is scrutinized as a whole. The table below provides a
summary of the examination of reliability of the two first-order factors. The reported
results make it possible to guide decisions with regard to making certain that a wellbehaved first-order CFA solution is derived.
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Table 35. Reliability Assessment of Multi-Item Construct Measures: Franchisee
Consequences
Standardized
Loading

Indicator
Reliability

Error
Variance

Opportunism
Item 1
Item 2
Item 3
Item 4
Item 5
Item 6

.833
.849
.933
.902
.836
.836

.694
.721
.871
.813
.699
.699

.306
.279
.129
.187
.301
.301

Subjective Performance
Item 1
Item 2
Item 3
Item 4
Item 5

.832
.964
.960
.744
.920

.693
.929
.921
.553
.846

Intention to Litigate
Item 1

N/A

Intention to Dissolve Relationship
Item 1

N/A

Construct, Dimension, Indicator

Cronbach’s
α

Composite
Reliability

Variance
Extracted

.947

.947

.749

.307
.071
.079
.447
.154

.950

.949

.788

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

As can be concluded from the above summary, the constructs of opportunism and
subjective performance exhibit acceptable internal consistency. In particular, the
Cronbach’s α coefficients and the composite reliabilities for both constructs exceed the
target thresholds. In turn, the variance extracted estimates for the constructs of
opportunism and subjective performance are .749 and .788 respectively. Finally, a
scrutiny of the standardized factor loadings did not reveal any problems. Hence, all the
original items measuring the two constructs are retained for further analysis.
The next step in the sequence of analyses performed to evaluate the group of
constructs representing the franchisee consequences is to establish convergent and
discriminant validity for the two first-order factors included in the group. The table
below provides a summary of the convergent validity tests.
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Table 36. Convergent Validity Assessment: Franchisee Consequences
Standardized
Loading

ta

Opportunism
Item 1
Item 2
Item 3
Item 4
Item 5
Item 6

.833
.848
.934
.902
.836
.836

13.683
14.079
16.551
15.584
13.745
13.745

.947b
.694
.720
.872
.814
.698
.698

Subjective Performance
Item 1
Item 2
Item 3
Item 4
Item 5

.831
.964
.960
.742
.920

13.712
17.616
17.489
11.611
16.208

.948b
.691
.928
.921
.550
.846

Intention to Litigate
Item 1

N/A

N/A

N/A

N/A

Intention to Dissolve Relationship
Item 1

N/A

N/A

N/A

N/A

Construct, Indicator

a

all t tests are significant at p < .001

b

denotes composite reliability

Reliability

Variance
Extracted

.749

.787

The results of the analysis presented above make it possible to conclude that the
constructs of opportunism and subjective performance exhibit convergent validity, as the
obtained t values show that all factor loadings are significant at p < .001. In turn, the
results of the variance extracted test for discriminant validity are summarized in the table
below.

Table 37. Discriminant Validity Assessment: Franchisee Consequences
Construct
(a)
Opportunism

Variance Extracted
(a)
.749

Construct
(b)
Subjective Performance
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Variance Extracted
(b)

Correlation
Estimate

Squared
Correlation

.787

.141

.020

The outcomes of the variance extracted test reported above attest that in the
context of the pair of the constructs of opportunism and subjective performance, both the
construct-specific variance extracted estimates are greater than the inter-construct
squared correlation. Hence, the constructs of opportunism and subjective performance
demonstrate discriminant validity.
The final step in this section’s analysis is the simultaneous assessment of all the
constructs of interest (i.e., opportunism, subjective performance, intention to litigate, and
intention to dissolve the relationship). Upon a preliminary examination of the normalized
residual matrix, a decision was made to remove Item 2, Item 5, and Item 6 measuring the
construct of opportunism as well as Item 3 and Item 4 measuring the construct of
subjective performance from further analysis. The table below reports the values of the
goodness-of-fit statistics for the model as a whole.

Table 38. Model Assessment: Franchisee Consequences
Goodness-of-Fit Statistics

Values

df

16

χ2

24.826 (p < .073)

RMR

.081

NNFI

.985

RMSEA

.055

CFI

.991
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A review of the goodness-of-fit statistics reported in the above table suggests that
the insignificant χ2 value of 24.826 indicates satisfactory model fit. In turn, the RMR
value of .081 meets the adequate model fit requirement of ≤ .100, the NNFI value of .985
suggests a good model fit, the RMSEA value of .055 satisfies the adequate model fit
standard of ≤ .080, and the CFI value of .991 is sufficient to accept the model.
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Table 39. Correlation Matrix of Variables
DEPND
COMIS
CONFL
RELQL
DEPND
1
COMIS
.125
1
CONFL
-.297**
-.302**
1
RELQL
.339**
.284**
-.543**
1
DSNGM
-.292**
-.131
.523**
-317**
*
CONDS
-.167
.122
.066
.001
PASAC
.067
-.144
-.015
.042
VENTG
-.131
-.041
.168*
-.149*
CNTRL
.035
.156*
-.278**
.078
UNATT
-.135
-.067
.267**
-.062
GLATT
-.066
-.195**
.263**
-.106
ALIEN
-.270**
-.101
.553**
-.303**
OPPRT
.017
.010
.054
.213**
*
SBJPR
.108
.018
-.183
.302**
INTLT
-.318**
-.163*
.517**
-.326**
INTDS
-.336**
-.106
.473**
-.494**
M
4.1988
5.4973
3.3014
4.7025
SD
1.81064
.97933
1.71714
1.41698
** correlation is significant at the .01 level (2-tailed)

DSNGM

CONDS

PASAC

VENTG

CNTRL

UNATT

GLATT

ALIEN

OPPRT

SBJPR

INTLT

INTDS

1
.171*
-.148*
.324**
-.338**
.355**
.230**
.634**
.321**
-.077
.496**
.517**
3.7052
1.38820

1
-.272**
.417**
.024
.133
.026
.097
-.034
.010
.115
.095
5.3117
1.25379

1
-.259**
-.044
.035
.066
-.102
-.014
-.077
-.144
-.120
2.6516
1.36456

1
-.050
.207**
.058
.220**
.058
-.054
.243**
.216**
5.0910
1.33875

1
-.492**
-.487**
-.408**
-.233**
.037
-.357**
-.343**
2.9279
1.42513

1
.435**
.409**
.273**
.107
.366**
.262**
5.0919
1.43812

1
.320**
.167*
-.147*
.214**
.270**
4.6649
1.61795

1
.361**
-.177*
.571**
.518**
4.4088
1.49897

1
.154*
.281**
.054
3.9550
1.73024

1
-.073
-.181*
4.3802
1.54606

1
.603**
2.54054
1.947610

1
3.43243
2.201044

* correlation is significant at the .05 level (2-tailed)
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The final step in the sequence of the analyses performed to evaluate the soundness
of the measurement model is the simultaneous assessment of all the constructs included
in the conceptual model of franchisee alienation for the purpose of demonstrating
discriminant validity. Consistent with the previous sections covering the assessment of
the measurement model, discriminant validity is assessed with a variance extracted test.
Specifically, the variance extracted estimates for each pair of constructs is reviewed and
then these estimates are compared to the square of the correlation between the two
constructs concerned. Discriminant validity is demonstrated if both variance extracted
estimates are greater than this squared correlation. The previous analyses established that
each of the constructs included in the conceptual model of franchisee alienation exhibited
a variance extracted estimate of at least .5. Hence, in order to cast doubt on discriminant
validity, the inter-construct correlation between any two constructs has to be at the level
of at least .707 (i.e., √.5). As can be seen from the correlation matrix of variables on the
previous page, the pair of constructs with the highest inter-construct correlation involves
the constructs of disengagement and alienation. The squared correlation is (.634)2 = .402.
Therefore, a conclusion can be drawn that all the constructs included in the conceptual
model of franchisee alienation demonstrate discriminant validity.
In sum, the section dedicated to the assessment of the measurement model has
ascertained that the measures indeed reflect the corresponding constructs. Final
assessments of reliability and validity of the multi-item construct measures included in
the main survey instrument have been performed. It is now possible to move forward to
the assessment of the structural model.
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Structural Model Assessment
The theoretical model of franchisee alienation that specifies causal relationships
between the constructs of interest is tested with the technique of path analysis. It should
be noted that path analysis represents a subset of covariance structure modeling (CSM) in
the sense that while CSM deals with measured and latent variables, path analysis is
limited to measured variables only (Harrell, Hutt, & Anderson, 1980).
A separate note should be included on the distinction between path analysis and
partial least squares (PLS) path analysis. Path analysis represents an extension of the
regression model. For a given model, a regression is done for each dependent variable
predicted by independent variables. In contrast, PLS path analysis, sometimes called
“component-based CSM”, is an alternative to CSM for analysis of systems of
independent and response variables. PLS path analysis is not utilized for purposes of this
dissertation, as the technique cannot be considered explanatory due to its low power to
filter out variables of minor causal importance (Tobias, 1997).
For purposes of this dissertation, path analysis makes it possible to determine
whether the theoretical model of franchisee alienation successfully accounts for the actual
relationships observed in the sample data. As Deshpandé and Zaltman (1982) posit, the
technique of path analysis “… primarily involves the decomposition and interpretation of
linear relationships among a set of variables by assuming that a (weak) causal order is
known or theoretically postulated. The magnitude of the relationships (called “paths”)
determines whether the prespecified causal order is justified.” (p. 23).
In the structural model tested in this dissertation, each latent factor is represented
by a summated scale where the indicators measuring the common underlying construct
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are summed and divided by the number of items in the scale. A maximum likelihood
(ML) fitting function is used for path estimation. The strength of the hypothesized
relationships is calculated on the basis of a covariance matrix.
The choice in favor of path analysis (as opposed to CSM) is justified in light of
the available sample size (i.e., 185 observations), which is fairly limited. In the empirical
literature, sample sizes for covariance structure modeling commonly range between 200
and 400 for models with 10-15 indicators (Hoyle, 1995). In turn, Mitchell (1993)
suggests that sample size should be at least 50 more than 8 times the number of variables
in the model. Yet another recommendation is to have at least 15 cases per measured
variable (Bentler & Chou, 1997). Despite of the usefulness of the cited rules of thumb, a
more rigorous analysis is warranted that would make it possible to determine the minimal
sample size required to test the conceptual model of franchisee alienation.
Byrne (1998) defines statistical power as the probability of correctly rejecting an
incorrect model. For purposes of this dissertation, power analysis has been performed
using the approach prescribed by MacCallum et al. (1996) and MacCallum, Browne, and
Sugawara (1996). The test of close fit was performed given ε 0 = .05 and ε a = .08 where
ε 0 is the null value of RMSEA and ε a is the alternative value of RMSEA, α = .05, the
desired power of π d = .80, and degrees of freedom d = 72. The yielded value of N min is
165 (rounded up to the nearest whole number). Therefore, the analysis revealed that the
sample size of 185 is sufficient to perform the structural assessment of the conceptual
model of franchisee alienation proposed in this dissertation utilizing path analysis.
Path analysis is conducted primarily with the intent to identify the independent
variables that determine variability in the dependent variables. Hence, to assess goodness
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of fit, path models are evaluated through the prism of the coefficient of determination
which represents the percentage of variance of the dependent variable that is explained by
the predictor variables (Teas, Wacker, & Hughes, 1979). It is necessary to review the R2
values for all the endogenous variables included in the model. The R2 values indicate the
percent of variance in the endogenous variables that is accounted for by their direct
antecedents. As in multiple regression, larger values of R2 indicate a greater percent of
variance accounted for. The table below contains a summary of R2 values for all the
dependent variables in the model.

Table 40. R2 Values for Endogenous Variables in Conceptual Model of Franchisee
Alienation

Dependent Variable

R2

Relationship Quality

.344

Disengagement

.101

Constructive Discussion

.000

Passive Acceptance

.001

Venting

.022

Controllability

.141

Alienation

.169

Opportunism

.130

Subjective Performance

.031

Intention to Litigate

.326

Intention to Dissolve Relationship

.269
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As can be seen from the table above, dependence, communication sharing, and
conflict jointly account for 34.4% of the variance in relationship quality. Further,
relationship quality by itself accounts for 10.1%, 0%, .1%, and 2.2% of the variance in
disengagement, constructive discussion, passive acceptance, and venting, respectively. In
turn, disengagement, constructive discussion, passive acceptance, and venting jointly
account for 14.1% of the variance in controllability. Concentrating on the focal construct
of the conceptual model evaluated (i.e., alienation) as well as the immediate antecedents
and consequences of alienation, it can be seen from the above summary, that
controllability accounts for 16.9% of the variance in alienation. In turn, alienation by
itself accounts for 13% of the variance in opportunism, 3.1% of the variance in subjective
performance, 32.6% of the variance in intention to litigate, and 26.9% of the variance in
intention to dissolve the relationship. The discussion below turns to the tests of the
eleven hypotheses of the conceptual model.
Hypothesis 1 is focused on the relationship between the franchisee’s dependence
on the franchisor and the franchisee’s perceptions of relationship quality within the
franchisee-franchisor dyad. The original hypothesis states that as perceived by the
franchisee, the higher the level of the franchisee’s dependence on the franchisor, the
lower the level of the franchisee-franchisor relationship quality. The associated
standardized path coefficient is .191. The yielded path coefficient is significant at the p
.01 level (t = 3.048). Thus, a conclusion can be made that Hypothesis 1 is not supported.
Contrary to the initial prediction, as the franchisee perceives its dependence on the
franchisor as high, it evaluates the quality of its relationship with the franchisor
positively.

130

In turn, Hypothesis 2 examines the association between the franchisee’s
perception of bilateral communication with the franchisor and the franchisee’s
perceptions of relationship quality within the franchisee-franchisor dyad. It should be
noted that here communication is examined through the prism of information sharing.
The original hypothesis states that as perceived by the franchisee, the higher the level of
franchisee-franchisor communication, the higher the level of franchisee-franchisor
relationship quality. The corresponding standardized path coefficient is .125. The
yielded path coefficient is significant at the p .05 level (t = 1.996). Therefore, a
conclusion can be made that Hypothesis 2 is supported. As initially predicted, if the
franchisee evaluates its communication with the franchisor positively, it perceives the
quality of its relationship with the franchisor favorably as well.
Further, Hypothesis 3 explicates the effect of the franchisee’s perception of
conflict in its interactions with the franchisor on the franchisee’s perceptions of
relationship quality within the franchisee-franchisor dyad. In particular, the originally
formulated hypothesis states that as perceived by the franchisee, the higher the level of
franchisee-franchisor conflict, the lower the level of franchisee-franchisor relationship
quality. The associated standardized path coefficient is -.448. The yielded path
coefficient is significant at the p .001 level (t = -6.886). Hence, a conclusion can be made
that Hypothesis 3 is supported. Indeed, as the franchisee perceives a high level of
conflict in its interactions with the franchisor, it tends to evaluate the quality of the dyadic
franchisee-franchisor relationship more negatively.
In turn, Hypotheses 4 a-d focus on how the franchisee’s perceptions of relationship
quality within the franchisee-franchisor dyad influence the utilization of the response
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strategies available to it in the task of resolving problems and disagreements with the
franchisor. Specifically, Hypotheses 4 a-d predict that as perceived by the franchisee,
relationship climate is positively associated with the use of constructive discussion and
passive acceptance and negatively associated with the use of disengagement and venting.
The standardized path coefficients linking relationship quality to constructive discussion
and passive acceptance are .001 and .042, respectively. Despite of the fact that the
associations between relationship quality and both constructive discussion and passive
acceptance exhibit positive directionalities (as initially predicted), the magnitude of these
associations are statistically insignificant. Both yielded standardized path coefficients are
statistically insignificant (t = .020 and .568). Hence, Hypothesis 4 a and Hypothesis 4 b
are not supported. In contrast, the standardized path coefficients connecting relationship
quality to disengagement and venting are -.317 and -.148, respectively. Both generated
standardized path coefficients are statistically significant at the p .001 and .05 levels (t = 4.537 and -2.037). Therefore, Hypothesis 4 c and Hypotheses 4 d are supported. In
particular, if the franchisee perceives relationship quality within the franchisee-franchisor
dyad as high, it is less inclined to resort to the conflict resolution strategies of
disengagement and venting.
Further, Hypotheses 5 a-d examine the influence of the response strategies utilized
by the franchisee on the franchisee’s perceptions of controllability of the outcomes of its
own actions. In particular, Hypotheses 5 a-d state that as perceived by the franchisee,
while the use of constructive discussion and passive acceptance is positively associated
with controllability, the use of disengagement and venting is negatively associated with
controllability. On the one hand, the standardized path coefficients bridging constructive
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discussion and passive acceptance and controllability are .055 and -.076, respectively.
Even though the association between constructive discussion and controllability exhibits
a positive directionality (as initially predicted), the magnitude of this association is
statistically insignificant (t = .809). In turn, the association between passive acceptance
and controllability is also statistically insignificant (t = -1.107). Hence, Hypothesis 5 a
and Hypothesis 5 b are not supported. On the other hand, the standardized path
coefficients connecting disengagement and venting to controllability are -.364 and .026,
respectively. While the former standardized path coefficient is statistically significant at
the p .001 level (t = -5.328), the latter standardized path coefficient is statistically
insignificant (t = .383). Therefore, a conclusion can be made that while Hypothesis 5 c is
supported, Hypothesis 5 d is not supported. In particular, the franchisee resorting to the
disagreement resolution strategy of disengagement is likely to perceive the outcomes of
its efforts as less controllable.
In turn, Hypothesis 6 a explicates the linkage between the franchisee’s perceptions
of controllability of the outcomes of its own actions and the franchisee’s affective
reaction of alienation. It should be noted that franchisee alienation is the focal construct
in the conceptual model tested in this dissertation. Hypothesis 6 a states that as perceived
by the franchisee, controllability is negatively associated with the affective reaction of
alienation. The associated standardized path coefficient is -.411. The yielded
standardized path coefficient is significant at the p .001 level (t = -6.115). Thus, a
conclusion can be made that Hypothesis 6 a is supported. Indeed, the franchisee
perceiving that the outcomes of its actions are independent of the efforts expended is
more likely to feel alienated from the social structure of the franchised system.

133

In turn, Hypotheses 6 b-c concentrate on the moderating effects of universality and
globality of the franchisee’s attributions in the context of the linkage between the
franchisee’s perceptions of controllability of its actions and the franchisee’s affective
reaction of alienation. Again, franchisee alienation is the focal construct in the
conceptual model tested in this dissertation. Specifically, Hypothesis 6 b-c posit that the
magnitude of the positive influence of the franchisee’s perception of uncontrollability on
the franchisee’s affective reaction of alienation is greater when the franchisee makes
universal or global (as opposed to personal or specific) attributions for such
uncontrollability. For purposes of this analysis, the predicted moderator effects are
examined using the regression analysis procedures as prescribed by Baron and Kenny
(1986). The independent variables of universality and globality of attributions were
added to the original independent variable of controllability in a regression model with
alienation as the dependent variable. In turn, two interaction terms between globality of
attributions and controllability as well as between universality of attributions and
controllability were included in the regression analysis as additional predictors of
alienation. According to Baron and Kenny (1986), a moderator effect is considered to
exist if the corresponding interaction term explains a statistically significant amount of
variance of the criterion variable. The performed tests did not revel a moderator effect
for either universality of attributions (p = .452) or globality of attributions (p = .294).
Hence, on the basis of the conducted analyses, it can be concluded that Hypothesis 6 b and
Hypothesis 6 c are not supported, as universality of attributions and globality of
attributions do not affect the magnitude of the association between controllability and
alienation to any statistically significant extent.
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Further, Hypothesis 7 examines the connection between the franchisee’s affective
reaction of alienation and the franchisee’s opportunistic behaviors. In particular,
Hypothesis 7 posits that as perceived by the franchisee, the higher the level of the
franchisee’s alienation, the higher the level of the franchisee’s opportunism. Again,
franchisee alienation is the focal construct in the conceptual model tested in this
dissertation. The corresponding standardized path coefficient is .361. The derived
standardized path coefficient is significant at the p .001 level (t = 5.249). Hence, the test
renders support to Hypothesis 7. Indeed, the more alienated is the franchisee from the
franchised system’s social structure, the more likely it is to engage in the socially deviant
behavior of opportunism.
In turn, Hypothesis 8 examines the association between the franchisee’s affective
reaction of alienation and the franchisee’s performance. The hypothesis predicts that as
perceived by the franchisee, the higher the level of the franchisee’s alienation, the lower
the level of the franchisee’s performance. It should be noted here that in the context of
this analysis, franchisee performance is understood through the prism of the franchisee’s
subjective performance. And again, franchisee alienation is the focal construct in the
conceptual model tested in this dissertation. The corresponding standardized path
coefficient is -.177. The generated standardized path coefficient is significant at the p .05
level (t = -2.436). Therefore, a conclusion can be made that Hypothesis 8 is supported.
Indeed, the more alienated is the franchisee from the social structure of the franchise
system, the worse its performance is.
Further, Hypothesis 9 focuses on the connection between the franchisee’s
affective reaction of alienation and the franchisee’s intention to litigate with the
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franchisor. The hypothesis proposes that as perceived by the franchisee, the higher the
level of the franchisee’s alienation, the higher the level of the franchisee’s intention to
litigate. And again, franchisee alienation is the focal construct in the conceptual model
tested in this dissertation. The corresponding standardized path coefficient is .571. The
yielded standardized path coefficient is significant at the p .001 level (t = 9.442). Hence,
the performed analysis renders support to Hypothesis 9. Indeed, the more alienated is the
franchisee from the social structure of the franchise system, the more likely it is to file a
lawsuit against the franchisor.
And finally, Hypothesis 10 examines the linkage between the franchisee’s
affective reaction of alienation and the franchisee’s intention to dissolve the relationship
with the franchisor. The hypothesis proposes that as perceived by the franchisee, the
higher the level of the franchisee’s alienation, the higher the level of the franchisee’s
intention to dissolve the relationship with the franchisor. And again, franchisee
alienation is the focal construct in the conceptual model tested in this dissertation. The
corresponding standardized path coefficient is .518. The yielded standardized path
coefficient is significant at p .001 level (t = 8.224). A conclusion can be made that
Hypothesis 10 is supported. Indeed, the more alienated is the franchisee from the social
structure of the franchise system, the more likely it is to dissolve the relationship with the
franchisor in the foreseeable future.
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Chapter Five: Conclusion

The 1987 Journal of Marketing article that was co-authored by Robert Dwyer,
Paul Schurr, and Sejo Oh and focused on the development of buyer-seller relationships
was seminal in the sense of its ability to (a) recognize that relationships between
members of marketing channels should be viewed as ongoing relationships rather than
discrete events and (b) offer thought-provoking insights into the progression of different
stages that the typical business-to-business (B2B) relationship undergoes. In this article,
the authors devised a highly influential theoretical framework for developing buyer-seller
relationships. They also expressed hope that their theoretical contribution would be able
to stimulate new research directions in the area of relationship marketing. This
dissertation represents an effort to advance the existing body of knowledge in the area of
relationship evolution in B2B settings by bridging a very prominent gap in the empirical
literature examining the process through which relationships in B2B contexts are built.
The Dwyer, Shurr, and Oh (1987) framework of B2B relationship development
consists of five distinct stages. First, the initial stage of the process is awareness, which
essentially implies that party A acknowledges party B as a reasonable exchange partner.
A distinct characteristic of the awareness stage is the fact that the parties do not engage in
any interaction.
The initiation of the interaction between the two parties marks the beginning of
the next stage in the relationship building processes identified as exploration, which
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primarily focuses on inquiry and probing. During the stage of exploration, the partners
actively evaluate the constraints, advantages, and disadvantages associated with the
potential exchange. More specifically, during the stage of exploration, the parties (a)
attain an acceptable level of a benefit-burden outcome that promotes further interaction,
(b) redistribute their mutual responsibilities, gains, and losses in the face of tensions, (c)
grant and accept concessions on the basis of influence accumulated through bargaining,
(d) develop a relational contract through establishing a mutually-agreed-upon set of
norms and standards of conduct, and (e) develop expectations in terms of possible
conflicts of interest as well as the prospects for cooperation and conflict.
The third stage in the process of relationship development is known as expansion.
Expansion represents a progressive augmentation of benefits obtained by exchange
partners and their proliferating interdependence. During the stage of expansion, the
partners become bolder when it comes to taking risks, as they capitalize on trust and
satisfaction developed in the course of exploration.
Stage four of the relationship development process is labeled as commitment.
Commitment represents a tacit or explicit guarantee of relational continuity between
exchange partners. Because the partners have achieved mutual loyalty, commitment is
recognized as the most advanced stage of interdependence between exchange partners. It
should be noted that commitment implies (a) relatively high levels of investment of
various resources by the partners, (b) the ability of the partners to attribute the benefits to
the exchange relationship and foresee the conditions that will be conducive to effective
exchange in the future, and (c) the partners’ deliberate engagement of resources to
maintain the relationship.
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And lastly, the final stage of the relationship development process is dissolution
during which withdrawal and disengagement are possible. Dwyer, Shurr, and Oh (1987)
clearly recognize that their framework leaves the processes of dissolution unexplained,
while these processes “… have great consequences when they occur after parties have
reached the status of high interdependence characteristic of the expansion and
commitment stages” (p. 19).
The conceptual model of franchisee alienation that is theoretically developed and
empirically tested in this dissertation directly addresses this very important deficiency. In
particular, the model introduces a new stage in the B2B relationship development process
called alienation. This new stage fits between the stages of commitment and dissolution
proposed by Dwyer, Schurr, and Oh (1987) and refines the original theoretical framework
by offering a feasible explanation of the process through which commitment deteriorates
to dissolution. Investigating the dyadic franchisee-franchisor relationship in the context
of the franchise system, an interorganizational network characterized by a considerable
power asymmetry, the dissertation makes it possible to understand what alienation is,
how it may develop, and what implications alienation may have for the franchiseefranchisor dyadic relationship. The answers to these important questions constitute the
tangible theoretical contributions of the dissertation. In turn, thoughts on the possible
ways to combat franchisee alienation in franchised systems are formulated, which
constitute the practical contributions of this dissertation. And finally, the most apparent
limitations of the study are discussed along with the directions intended to guide future
research endeavors.
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Theoretical Contributions
This dissertation has investigated the concept of alienation in the context of the
franchisee-franchisor dyadic relationship and placed this fairly new but important
construct in the network of other constructs that have been recognized as key in
explaining the intricate process of interorganizational relationship development. The
conceptual model of franchisee alienation has been constructed on the basis of multiple
theories. Some of these theories (e.g., behavior constraint theory) have never been tested
in the empirical marketing literature. The use of the multiple theories has made it
possible to explicate the concept of franchisee alienation, offer a plausible explanation as
to how franchisee alienation may develop, and explain the consequences that franchisee
alienation can produce for the franchise system.
Gaski and Ray (2004) originally defined alienation in the setting of the
distribution channel as “a sense of separation or estrangement from the norms and values
of distribution channel institutions and practices” (p. 164). Building on the alienation
theory (Seeman 1959, 1975), this dissertation has approached franchisee alienation as the
social-psychological separation of the franchisee from the social referent of the franchise
system. The separation of the franchisee organization from its franchise system is mainly
associated with normlessness and social isolation. In this context, normlessess and social
isolation are not forms of alienation. Rather, they represent factors which are affiliated
with alienation.
On the one hand, normlessness generally stems from the disintegration of the
moral order. From this perspective, the lack of socially approved means to attain the
goals prescribed by the culture produces normlessness. Besides, normlessness can be
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conceived of as the expectation that the attainment of culturally prescribed goals is
dependent upon the use of illegitimate means. Therefore, franchisee normlessness
essentially implies that in the achievement of its individual goals, the franchisee
organization views socially unapproved means as acceptable. For the normless
franchisee, it is nearly impossible to trust either the franchisor or the other franchisees
belonging to the same franchise system, as the normless franchisee feels that all the
members of the franchise system regularly engage in unethical practices.
On the other hand, social isolation generally stems from the loss of control and
meaning within relations that are situationally specific. From this perspective, according
to Twining (1980), social isolation involves the social actor’s “relation to the immediate
activity, the social relations of the activity, and the social and community relations
beyond the bounds of the immediate activity” (p. 426). Therefore, franchisee social
isolation essentially implies that the franchisee organization regards embracement and
social acceptance in the franchise system as unattainable. The socially isolated
franchisee organization perceives that the franchisor does not value the stability of the
franchisee-franchisor relationship and is not interested in maintaining a mutually
beneficial relationship with the franchisee organization. In addition, the socially isolated
franchisee does not view the franchisor as willing to expend extra effort to compromise in
the process of resolving the disagreements that occur in the dyad.
The conceptual model of franchisee alienation developed and tested in this
dissertation relies heavily on behavior constraint theory (Overmier & Seligman, 1967;
Seligman, 1975; Abramson, Seligman, & Teasdale, 1978) to explain the process through
which the franchisee organization likely becomes alienated from the social referent of the
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franchised system. The central premise of this dissertation is that franchisee alienation is
a phenomenon that is induced by the environment of the franchise system. In turn, the
overarching theoretical framework for the conceptual model of franchisee alienation is
based on the S-O-B-C paradigm in organizational behavior (Davis & Luthans 1980)
stemming from the social learning theory (Bandura, 1977).
Consistent with the behavior constraint theory, the conceptual model of franchisee
alienation proposes that the franchisee organization evaluates the climate of its
relationship with the franchisor by processing overt cues emitted by the operating
environment of the franchise system. In terms of the S-O-B-C paradigm, this is reflected
in the linkage between the discriminative stimuli (S) and the organism (O). The
organism represents the franchisee organization variable that is in interaction with the
environment of the franchise system.
This dissertation has tested how the franchisee organization’s perceptions of the
quality of its relationship with the franchisor are influenced by such key discriminative
cues as dependence, communication, and conflict. First, the dissertation has found that
the franchisee organization’s perceptions of its dependence on the franchisor are
positively associated with the franchisee’s perceptions of the quality of the franchiseefranchisor relationship. This finding is at odds with the initial prediction, which expected
to find a negative association between dependence and relationship quality based on the
compelling argument that increased magnitudes of the franchisee’s dependence on the
franchisor inhibit the franchisee organization’s autonomy. In contrast, the observed
positive association between dependence and relationship quality may be explained from
the transaction cost analysis perspective. Specifically, the extent to which the franchisee
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organization relies on the resources provided by the franchisor to achieve its goals
determines the magnitude of the franchisee’s dependence on the franchisor. If the
franchisee organization believes that the resources provided to it by the franchisor are
irreplaceable, it is likely to invest more effort in the preservation of the franchiseefranchisor relationship, which represents a transaction-specific asset. In turn, the
dissertation has found a positive association between the franchisee organization’s
perceptions of information sharing and the quality of the franchisee-franchisor
relationship, which is consistent with the initial prediction. The franchisee organization
seems to perceive its relationship with the franchisor positively, provided that each party
is willing and able to supply information that may help the other party as well as to
inform the other party in advance of any events and/or changing needs. The culture of
information sharing is believed to foster a healthier relationship through making it
possible for the parties to coordinate their interactions and resolve disagreements through
collaborative processes. And finally, the dissertation has empirically confirmed the
initially predicted negative association between the franchisee organization’s perceptions
of conflict and the quality of the relationship with the franchisor. A conclusion can be
drawn that dysfunctional conflict manifested in threats, hostility, and antagonism is
detrimental to the quality of the franchisee-franchisor relationship, as it undermines the
franchisee’s confidence in the long-term orientation of the franchisor.
In turn, consistent with the behavior constraint theory, the conceptual model of
franchisee alienation proposes that the franchisee organization is inclined to perceive any
discrepancy between the actual state of affairs and the desired state of affairs in its
relationship with the franchisor as an environmental threat. Having encountered such a
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threat, the franchisee organization takes corrective actions aimed at remedying the
adverse situation. In terms of the S-O-B-C paradigm, this is reflected in the linkage
between the organism (O) and the behavior (B). While the organism represents the
franchisee organization variable that is in interaction with the environment of the
franchise system, the behavior represents the response or pattern of behavior.
The dissertation has examined the overt behaviors that the franchisee organization
responds with in reaction to problems and/or disagreements that it encounters in its dayto-day interactions with the franchisor. The dissertation has empirically confirmed the
initial prediction that the franchisee’s perceptions of the quality of its relationship with
the franchisor are negatively associated with the utilization of the conflict resolution
tactics of disengagement and venting. Concerned with the preservation of the
transaction-specific asset of dyadic relationship, the franchisee organization appears to be
avoiding the destructive strategies of overtly threatening the franchisor to discontinue the
relationship and neglecting the relationship by detaching from it at the emotional level.
At the same time, no empirical evidence has been obtained to make it possible to
establish that relationship quality in any way predicts the use of the positive
conflict/disagreement resolution strategies of constructive discussion and passive
acceptance through the use of which the franchisee either engages the franchisor in a
constructive discourse or exhibits good citizenship behaviors while anticipating a more
promising future. The revealed effects could be explained through the examination of the
correlation matrix. In particular, both constructive discussion and passive acceptance are
positively correlated with universality and globality of causal attributions for the failure
to resolve the problem with the franchisor. Hence, under these conditions, the franchisee
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organization can be assumed to have disconnected its benevolent responses from the
outcomes, thereby becoming reluctant to engage in the civil conflict resolution behaviors.
Therefore, future research endeavors should use alternative perspectives and focus more
closely on the research question of what factors possibly determine the choice of
particular conflict resolution strategies by the franchisee organization. For instance, the
franchisor’s leadership style may be a factor of potential interest.
Further, consistent with the behavior constraint theory, the conceptual model of
franchisee alienation proposes that having attempted to resolve the problem or
disagreement with the franchisor through the use of the available conflict resolution
strategies, the franchisee organization forms perceptions of controllability of the
outcomes of its own actions through assessing whether or not its attempts to resolve the
problem/disagreement have actually succeeded or failed. In terms of the S-O-B-C
paradigm, this is reflected in the linkage between the behavior (B) and the consequence
(C). While the behavior represents the response or pattern of behavior, the consequence
represents an environmental event which can be reinforcing or punishing.
The dissertation has investigated the linkages between the conflict resolution
strategies of disengagement, venting, constructive discussion, and passive acceptance and
perceived controllability of outcomes. The study has rendered empirical support to the
initially predicted negative association between the use of disengagement and perceived
controllability of outcomes. In case the franchisee organization approaches the problem
resolution task by overtly threatening the franchisor and/or allowing the relationship to
deteriorate by reducing the emotional investment associated with the relationship, it
cannot count on the franchisor’s willingness to compromise, as the actively or passively
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aggressive behaviors associated with the strategy of disengagement tend to elevate the
level of the franchisor’s hostility toward the franchisee organization. At the same time,
however, no empirical evidence has been found to make it possible to conclude that
perceived controllability of outcomes is in any way predicted by the utilization of the
conflict resolution tactics of venting, constructive discussion, and passive acceptance. To
make sense of the obtained empirical evidence, it should be noted that the critical
incident approach utilized in the dissertation directed the franchisee organization to refer
to a recent problem resolution episode in the franchisee’s interactions with the franchisor
in which the disagreement could not be resolved. In other words, the critical incident
methodology in effect imposed a rigid artificial constraint on the range of the possible
controllability perceptions formed by the franchisee organization. Thus, future research
endeavors should re-examine the research question of how the utilization of the various
conflict resolution tactics may influence perceptions of controllability of outcomes in an
unconstrained setting. Furthermore, the revealed negative association between the use of
passive acceptance and perceptions of controllability and the positive associations
between the use of constructive discussion or venting and perceptions of controllability
may be explained through the prism of the nature of these three conflict resolution
strategies. While the strategies of constructive discussion and venting are active in the
sense that they require the franchisee organization to directly engage the franchisor or
other franchisees in the franchise system, the strategy of passive acceptance is apathetic
in the sense that this strategy leads the franchisee organization to delay action in the hope
that future improvements will come and/or the problem will resolve itself. It is
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reasonable to expect active conflict resolution strategies (as opposed to apathetic conflict
resolution strategies) to result in perceptions of higher controllability.
In turn, consistent with the behavior constraint theory, the conceptual model of
franchisee alienation suggests that the franchisee organization’s perceptions of
uncontrollability of the outcomes of its own actions aimed at resolving the problem with
the franchisor result in cognitive, motivational, and behavioral deficiencies on the part of
the franchisee. The model also proposes that the intensity of such deficiencies is
determined by the causal attributions that the franchisee organization makes for its failure
to resolve the problem with the franchisor. In terms of the S-O-B-C paradigm, this is
reflected in the variable of consequence (C). Again, the consequence represents an
environmental event which can be reinforcing or punishing.
The empirical findings render confirmation to the contention that perceived
controllability of outcomes is negatively associated with the franchisee’s affective
reaction of alienation. It appears that over time, as the franchisee organization makes
repeated attempts to resolve problems with the franchisor but consistently fails to attain
the desired resolutions, it inevitably faces debilitating aftermath in terms of the depressed
affect, the inability to recognize that subsequent responses may in fact produce the
desired outcomes, and the general disconnect between responses and outcomes. Having
encountered persistent uncontrollability, the franchisee organization experiences a
generalized expectancy that outcomes are totally independent of responses. As a result,
the likelihood that the franchisee organization will attempt to resolve future problems
with the franchisor goes down. Under the described conditions, the franchisee
organization becomes estranged and withdrawn from the social network of the franchise
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system, thereby experiencing alienation. At the same time, however, no empirical
evidence has been found to make it possible to conclude that the association between
perceptions of uncontrollability and alienation is in any way influenced by the causal
attributions that the franchisee organization makes for its failure to resolve disagreements
with the franchisor. Therefore, the future research endeavors should attempt to explicate
the role of causal attributions in the influence of perceptions of uncontrollability on
alienation using the widely accepted framework advanced by Heider (1958), Weiner et
al. (1971), and Rotter (1966) who suggests that the causal schema represent a twodimensional matrix. On the one hand, the dimension of stability reflects whether or not
the cause varies over time. And on the other hand, the dimension of locus of control
distinguishes between the causes that are internal to the organization and the causes that
are influenced by the environment.
Finally, the conceptual model of franchisee alienation explicates the outcomes of
franchisee alienation, which are believed to be debilitating for the franchise system as a
whole. In particular, the initial prediction that franchisee alienation is positively
associated with opportunistic behaviors exhibited by the franchisee organization has been
confirmed. It appears that as the franchisee organization becomes alienated, it
deliberately shrinks its investment in the franchisee-franchisor relationship, thereby
creating a situation of asymmetric commitment in which the franchisee is a lesser
committed party. Under the condition of commitment asymmetry, the franchisee
organization is inclined to pursue its self-interest in guileful ways. Further, the obtained
empirical evidence has rendered support to the initial prediction that alienation on the
part of the franchisee negatively affects the franchisee organization’s performance. It
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appears that the alienated franchisee organization experiences general passivity and does
not take initiative. Besides, creative drives of the alienated franchisee are suppressed. As
a result, the probability of assertive behaviors on the part of the franchisee diminishes.
Lastly, the study has supported the contention that alienation positively affects the
franchisee organization’s intentions to litigate against the franchisor and to discontinue
the relationship with the franchisor. On the one hand, as the franchisee organization gets
increasingly estranged from the franchise system, it becomes unwilling and unable to
embrace the relational norm of harmonization of conflict and eventually incorporates a
conflictive orientation in its interactions with the franchisor. On the other hand, the
alienated franchisee organization gradually gets to a point when it no longer perceives the
relationship with the franchisor as encouraging and beneficial. The franchise system is
perceived by the alienated franchisee organization as oppressive and discordant with its
own aspirations.
In conclusion of the section discussing the theoretical contributions of this
dissertation, a separate note needs to be made on the subject of the dark side of
relationship marketing. Multiple authors have argued persuasively that relationship
marketing possesses a dark side that can manifest itself in terms of the degradation of the
relationship stability (Grayson & Ambler, 1999; Hibbard et al., 2001), the decline in the
enthusiasm about the relationship (Bennett, 1996), and organizational inertia (Haytko,
2004). Hibbard et al. (2001) clearly state that “… it may be that attitudes and behaviors
associated with a strong, close relationship (trust, commitment, etc.) become less
important over time in terms of their impact on performance…” (p. 30). This dissertation
makes a tangible contribution to the understanding of the process through which the key
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relationship attributes diminish in the degree of their impact on performance. Alienation
is definitely one of the phenomena that explain the nature of the dark side of relationship
marketing.
In sum, alienation is toxic for the franchise system, as it produces a deleterious
effect on loyalty in the franchisee-franchisor relationship. At the post-commitment stage,
the B2B relationship is heavily influenced by the loyalty considerations (Johnston &
Hausman, 2006). Specifically, truly loyal firms are willing to join their efforts, adapt to
organizational change as well as changes in the environment, exchange information, offer
assistance, and engage in positive relationship-maintaining behaviors. At the initial
stages of alienation from the franchise system, the franchisee organization is likely to
start leaning towards temporary loyalty by dissolving true loyalty into self-interest. The
temporary loyal franchisee organization is less inclined to participate in long-term
projects initiated by the franchisor and may follow a short-term orientation that
diminishes the strength of commitment and elevates the sense of inertia. In addition, the
temporary loyal franchisee is increasingly likely to engage in opportunistic behaviors and
refrain from making tangible and intangible relational investments. At the advanced
stages of alienation from the franchise system, the franchisee organization shifts to
idiosyncratic loyalty and likely feels trapped in the relationship with the franchisor by the
contractual agreement. Under such unfavorable conditions, the franchisee organization
may further reduce its efforts at joint action or even deliberately undermine and disrupt
the performance of the franchise system as a whole.

150

Practical Contributions
Apathetic and inflexible organizational behavior resulting from the properties of
the franchised system and its environment has not received a sufficient degree of
empirical attention in the academic marketing channels literature. This dissertation has
demonstrated that over time, franchisee organizations may be shaped by their franchise
system and, as an outcome, grow alienated from the social structure of the franchise
system, thereby becoming unable and/or unwilling to demonstrate the behaviors that are
beneficial from the system’s long-term sustainability standpoint. In fact, one of the most
apparent practical contributions of this dissertation is that it offers a compelling
alternative explanation for performance deficits in franchised channels of distribution.
Therefore, the empirical findings of this study may be of managerial value in terms of
their ability to serve as the basis for possible prescriptions for alleviating the debilitating
effects of franchisee alienation. A variety of strategies may be recommended that can be
employed by the franchisor organization to immunize its environment against franchisee
alienation and/or minimize its effects. The strategies discussed here include
immunization, discrimination training, manipulation of perceptions of contingency, egodefense, and modeling.
Immunization strategies are prevention strategies that are designed to provide the
franchisee organization’s employees with experiences that will reduce vulnerability to
alienation (Thorton & Powell, 1974). The prevention efforts should focus on designing
jobs with an intention to make it possible for the employees to encounter reasonable
levels of success early in their careers. Specifically, if new entrepreneurs joining the
franchise system are given opportunities to find mutually beneficial compromises in their
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interactions with the franchisor, the less likely the franchisee organizations would be to
manifest alienation. The franchisor organization is advised to incorporate the prevention
strategies into its existing training and/or orientation programs.
In turn, discrimination training strategies are based on the premise that individuals
do not adequately process environmental cues that are associated with their successes and
failures (Klein & Seligman, 1976). In order to be able to identify important
environmental cues, individuals require periodic feedback. Hence, it is reasonable to
expect that alienation can be alleviated by providing the employees of the franchisee
organization with success experiences and feedback based on their performance. In the
context of the franchisee-franchisor dyadic relationship, the franchisor should
consistently expose the franchisee organization to solvable challenges that the franchisee
considers important. As the franchisor formulates performance goals and objectives for
each franchisee organization in the franchise system, challenges can be given to the
franchisee organization in increasing order of difficulty to ensure that success at each
stage is more likely. The franchisor organization should emphasize the aspect of
assisting the franchisee organization in distinguishing between past and present
situations.
Further, the strategies related to manipulation of perceptions of contingency are
based on the changing of expectations from uncontrollability to controllability
(Abramson, Seligman, & Teasdale, 1978). This approach is particularly relevant in
situations when the employees of the franchisee organization do not acknowledge that a
performance-reward linkage has changed from non-contingent to contingent. If the
employees of the franchisee organization are endowed with the necessary skills but do
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not expect competent performance to be rewarded, direct exposure to the performancereward linkage is required. Thus, the contract governing the relationship between the
franchisor and the franchisee should clearly spell out the specific incentives that the
franchisee organization will be entitled to for meeting or exceeding its performance goals
and objectives. In contrast, if the employees of the franchisee organization do not
possess sufficient skills to perform adequately, training to develop these skills is also
needed. Hence, as opposed to the standardized one-size-fits-all approach to training
which is common in many franchise systems, training programs offered by the franchisor
should be customized in the way that they are tailored to rectify each specific franchisee
organization’s deficiencies.
In turn, the ego defense strategies are based on the assumption that alienation is
experienced to the extent that failure threatens self-esteem (Frankel & Snyder, 1978).
When their self-esteem is jeopardized, the employees of the franchisee organization may
abdicate their professional responsibilities and shield their egos by explaining their
behaviors in terms of decreased effort, changing environmental conditions, or task
difficulty. Under this scenario, the franchisee organization would be alienated because it
is motivated to avoid trying, so that failure can be attributed to lack of effort rather than
to lack of ability. The managers of the franchisor organization should exercise caution to
ensure respect for the franchisee organizations’ employees’ self-esteem in cases when
failures do occur. Therefore, the appraisal and goal-setting sessions should provide
specific and objective feedback based on concrete behavior incidents.
And lastly, the modeling strategies rest on the assumption that individuals can
break from the vicious cycle of alienation vicariously (DeVellis, DeVellis, & McCauley,
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1978). This reasoning makes it necessary for the franchisor organization to institute
programs to make successful franchisee organizations in the franchise system more
visible and to encourage and reward success through social recognition. Specifically, the
franchisor should establish a special section in its monthly newsletter that the franchisee
organizations receive that would focus on the recognition of the franchisee organizations’
achievements and successes.
Limitations
As perfect research is never attainable, each empirical study has a set of its own
limitations. This dissertation is not an exception. Five potential limitations are discussed
in this section that pertain to the issues of cross-sectional design, common method bias,
causal inference, appropriateness of statistical analyses, and generalizability of the
findings.
The first potential limitation of the present study is its design. In particular, the
dissertation utilized a cross-sectional field survey of franchisee organizations in Australia
to test the conceptual model of franchisee alienation notwithstanding the fact that this
particular approach has been consistently criticized in the academic literature due to its
shortcomings with respect to the issue of validity. The use of a cross-sectional survey in
the context of the research questions raised by this dissertation is in no way
counterintuitive. After all, the majority of empirical investigations in the area of B2B
relationship development utilize the cross-sectional designs. However, it should be noted
that the conceptual model of franchisee alienation tested in this dissertation is essentially
a process model which focuses on the changing dynamics of dyadic franchisee-franchisor
relationships over time. Hence, a compelling argument can be made in favor of a
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longitudinal survey. At the same time, however, the reliance on a cross-sectional survey
is unlikely to be a serious impediment to the validity of this dissertation’s findings.
Rindfleisch et al. (2008) conclude that the results from cross-sectional data exhibit
validity on a par with the results obtained from longitudinal data.
The second potential limitation of this study is related to the first one.
Specifically, perceptual ratings of different relationship phenomena studied in the
dissertation were sought from franchisee organizations, which represent only one side of
the franchisee-franchisor dyad. Despite of the fact that the dissertation intentionally
focused on the franchisee’s perceptions, the common method variance (i.e., a systematic
method error stemming from the use of a single rater or single source) raises a potential
concern. Although the possibility that correlations between variables measured with the
same method may be inflated is explicitly acknowledged here, it is unlikely that the
common method bias distorts the findings of this dissertation. Spector (2006) posits that
the common method variance is an urban legend and that the focus should be on
“…measurement bias that is the product of the interplay of constructs and methods by
which they are assessed” (p. 221).
The third potential limitation of this dissertation is directly related to the issue of
causal inference (i.e., the ability to infer causation from observed empirical relations).
The dissertation tested the theoretically derived hypotheses in the model of franchisee
alienation utilizing path analysis. It is explicitly acknowledged here that path analysis is
not capable of confirming causation in the conceptual model of franchisee alienation.
According to Everitt and Dunn (1991), “however convincing, respectable, and reasonable
a path diagram … may appear, any causal inferences extracted are rarely more than a
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form of statistical fantasy”. Path analysis makes it possible to assess the magnitude of the
relationship between variables, on the basis of which the plausibility of the pre-specified
causal hypotheses can be evaluated. Hence, as emphasized by Stage, Carter, and Nora
(2004), theoretical knowledge on the part of the researchers is critical to the successful
application of path analysis.
The fourth potential limitation of this study has to do with the inability to apply
the technique of hierarchical linear modeling (HLM) to handle the data where
observations are not independent. The Australian franchisee organizations that
participated in the survey represent a wide variety of industries and franchise systems.
Hence, it would have been more appropriate to obtain the data for this dissertation by
measurement of franchisee organizations nested within their respective franchise systems.
However, due to the highly sensitive nature of many of the questions included in the
survey instrument, the information related to the participating franchisee organizations’
affiliation was not requested in order to address the concern for anonymity of the
participants’ responses.
And finally, the fifth potential limitation of this study relates to the possibility that
the conclusions based on the analysis of the data obtained from Australian franchisee
organizations may not readily generalize to other countries. The Australian franchising
sector may have its unique set of characteristics that determine the dynamics of the
interaction within the franchisee-franchisor dyad. However, the findings of this
dissertation may be useful for business format franchise systems based in other countries
that operate in the Australian market or are contemplating entering the Australian market
as part of their market development effort.
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Future Research
It should be recognized that the conceptual model of franchisee alienation tested
in this dissertation is focused exclusively on the franchised channel of distribution.
Future empirical investigations should focus on other modes of distribution channel
arrangement.
In addition, future empirical studies should concentrate on explicating the role of
such important external environment factors as culture, general economic conditions,
political/legal conditions, social values, and technology on the development of alienation
in channels of distribution.
In turn, even though this dissertation represents the internal franchise system
environment with such attributes as dependence, communication, and conflict, other
aspects of potential interest in the internal environment of the distribution channel include
but are not limited to the goal setting system, leadership, the performance appraisal
system, the reward system, and rules/policies/procedures.
Further, future research should consider a more inclusive investigation of the
behavioral phenomena that are closely related to alienation such as anger, anxiety,
depression, fatigue, frustration, hostility, shame, and stress as alternative affective
reactions that organizations may experience in the course of the day-to-day interactions
with their distribution channel partners.
And finally, this dissertation explicates the organizational outcomes of franchisee
alienation. Future research should go a step further to explicate the impact of alienation
on such important societal outcomes as the efficiency in the use of resources, the standard
of living, etc.
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Appendix 1: Original Scale Items
Construct

Items

Dependence

1. If we no longer represented this franchisor, we could easily compensate for it by
switching our efforts to the other lines we carry.
2. If we no longer represented this franchisor, we could easily replace their product line
with a similar line from another franchisor.
3. It would be relatively easy for our franchisee organization to diversify into selling new
products.
4. If our relationship with this franchisor were terminated, we would suffer a significant loss
in income, despite our best efforts to replace the lost income.
5. Many franchisors in this industry would like to have us as their franchisee.

Communication Quality
To what extent do you feel that your communication with this franchisor is:
1. Timely/untimely
2. Accurate/inaccurate
3. Adequate/inadequate
4. Complete/incomplete
5. Credible/not credible

Communication

Information Sharing
1. We share proprietary information with this franchisor.
2. We inform the franchisor in advance of changing needs.
3. In this relationship, it is expected that any information that might help the other
party will be provided.
4. The parties are expected to keep each other informed about events and changes that
might affect the other party.
5. The franchisor’s interface with our franchisee organization is excellent.
Participation in Planning/Goal Setting
1. Our advice and counsel is sought by this franchisor.
2. We participate in goal setting and forecasting with this franchisor.
3. We help the franchisor in its planning activities.
4. Suggestions by us are encouraged by this franchisor.
5. Good ideas from us often do not get passed along to the franchisor’s management.

Conflict

Commitment

Overall, we consider our relationship with the franchisor to be:
1. Frustrating
2. Threatening
3. Hostile
4. Antagonistic
5. Conflictful
6. Full of ill will
7. Tense

1. We continue to represent the franchisor because it is pleasing working with them.
2. We intend to continue representing the franchisor because we feel like we are part of the
franchisor’s family.
3. We like working for the franchisor and want to remain their franchisee.
4. We are part of this franchise system because we like what the franchisor stands for as a
company.
5. We have a strong sense of loyalty to the franchisor.
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Trust

Relationship Satisfaction

Flexibility

Solidarity

Mutuality

Harmonization of Conflict

1.
2.
3.
4.
5.
6.

We can count on the franchisor to be honest in their dealings with us.
The franchisor is a company that stands by its words.
We can rely on the franchisor to keep the promises they make to us.
The franchisor is sincere in its dealings with us.
The franchisor can be counted on to do what is right.
The franchisor is a company that we have great confidence in.

Overall, we consider our relationship with the franchisor to be:
1. Satisfying
2. Friendly
3. Fair
4. Supportive
5. Considerate
6. Healthy
7. Cordial
1. We would willingly make adjustments to help the franchisor when faced with special
problems or circumstances.
2. We would gladly set aside the contractual terms in order to work through difficult
situations with the franchisor.
3. The franchisor willingly makes adjustments to help us when we are faced with special
problems and circumstances.
4. The franchisor gladly sets aside the contractual terms in order to work with us in difficult
times.
5. A give and take on specific transactions is expected if economic environmental
conditions change during the period a transaction is taking place.
1. The relationship we have with the franchisor could better be described as a “series of one
shot deals, entered into one at a time” than a “long term joint venture”.
2. Expectations of behavior reflect the strong spirit of fairness that exists in our relationship
with the franchisor.
3. It is expected that if the franchisor has information which would help our organization in
the production or distribution of our product, the franchisor should provide that
information.
4. The relationship we have with the franchisor can be better described as an “arm’s length
negotiation” than a “cooperative effort”.
5. It is expected that almost all exchange activity between us and the franchisor should
basically be conducted at arm’s length with trust playing little or no part.
1. Even if costs and benefits are not equally shared between us and the franchisor in a given
time period, they balance out over time.
2. We each benefit and earn in proportion to the effort we put in.
3. We usually get a fair share of the rewards and cost savings in doing business with the
franchisor.
4. In our relationship with the franchisor, none of us benefits more than one deserves.
5. It is expected that all discrepancies in performance or payment, no matter how small,
should be investigated.

In our relationship with the franchisor:
1. Differences of opinion are encouraged and seen as beneficial.
2. What conflict there is in our relationship tends to be beneficial in the long run.
3. Conflict is not seen as harmful by itself as it does not prevent us from getting the work
done.
4. The way disputes are handled eventually brings us closer together.
5. The procedures for dealing with disputes are formalized and it is expected that they
should be followed rigidly.
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Threatened Withdrawal
1. We gave great consideration to telling the franchisor that we intended to leave the
relationship.
2. We threatened to stop being part of this franchise system.
3. We started to make plans to switch to a different franchisor.
4. We confided in other franchisees in this franchise system that we were contemplating
leaving the franchise system.
5. We presented the franchisor with an ultimatum of either conceding to us or not having
us as part of this franchise system.
Disengagement

Constructive Discussion

Passive Acceptance

Venting

Controllability

Neglect
1. The encountered problem reduced our enthusiasm to push the franchisor’s product
line.
2. We became less vigorous in the promotion of the franchisor’s products.
3. Although we didn’t voice our displeasure, our motivation to support the franchisor’s
product line significantly decreased.
4. We decided that we would no longer be going out of our way to cooperate with the
franchisor.
5. We came to believe that the sacrifices we made to keep our relationship with the
franchisor healthy were no longer appreciated by the franchisor and decided to quit
making such sacrifices.
1. We tried to solve the problem by suggesting mutually acceptable changes in the way we
carried the franchisor’s products.
2. We talked constructively to the franchisor about how we felt about the problem in order
to improve the situation.
3. We discussed the problem in a positive manner with the franchisor to identify ways to
alleviate the negative impact on our firm.
4. We solicited the franchisor’s input on the steps both of us could take in order to resolve
the problem to our mutual satisfaction.
5. We did out homework to formulate possible suggestions on reaching a compromise with
the franchisor.
1. We gave the franchisor the benefit of the doubt and didn’t say anything to them about the
problem.
2. We said nothing about the problem and remained loyal to the franchisor.
3. We patiently waited for the problem to work itself out without complaining to the
franchisor.
4. Instead of contacting the franchisor, we concentrated on our day-to-day operations and
tried not to think much about the problem.
5. We decided to let the problem go with anticipation that the franchisor would make
concessions to us in the future.
1.
2.
3.
4.

We complained to the franchisor but took no overt action about the problem.
We expressed to franchisor our outrage and displeasure about the problem.
We expressed our unhappiness to the franchisor regarding the problem.
We openly shared our concerns about the problem with other franchisees in this franchise
system.
5. We directly criticized the franchisor and blamed them for the problem.

1. We have a choice about whether or not to address the problem.
2. We feel that we have the capability to address the problem.
3. We feel that we can manage the problem instead of the problem managing us.
4. We are constrained in how we can interpret the situation.
We feel that how the problem is resolved is a matter of chance.
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Universalilty and
Globality of Attributions

Universaity of Attributions
1. It was possible to resolve the problem with the franchisor to our full satisfaction, but
we did not have the needed tools to do that.
2. If any other franchisee in this franchise system was in our shoes at that time, the
probability of them being fully satisfied with the resolution of the problem would not
be altered, regardless of any actions they would have taken.
3. Other franchisees in this franchise system would have been able to resolve the problem
with the franchisor to their full satisfaction if they were in our shoes at that time
because they would have had the needed tools at their disposal.
4. Regardless of any actions we could have taken at that time, the probability of us being
fully satisfied with the resolution would not be altered.
5. Resolving the problem we faced with the franchisor to a full satisfaction would be
futile for any franchisee in any franchise system.
Globality of Attributions
1. The identified cause that prevented us from reaching full satisfaction with the
resolution influenced just that particular problem that we were trying to resolve.
2. There are certain things we can do in the future to resolve problems we face with the
franchisor to our full satisfaction.
3. The identified cause that prevented us from reaching full satisfaction with the
resolution of that particular problem influences other problems we try to resolve with
the franchisor.
4. In the future, when faced with other problems with the franchisor, we will be able to
make decisions that will help us reach a resolution to our full satisfaction.
5. Our inability to resolve problems with the franchisor to our full satisfaction is longlived and recurrent.

Powerlessness
1. Generally, we are helpless when doing business with the franchisor.
2. The franchisor seems to “throw its weight around” much of the time.
3. Sometimes, we have the feeling that the franchisor is taking advantage of us.
4. Of the two of us, the franchisor has more power.
5. The franchisor restricts us in the way we run our business.

Alienation

Normlessness
1. The franchisor and other franchisees in this franchise system feel that the end often
justify the means.
2. The franchisor and other franchisees in this franchise system engage in unethical
practices.
3. It is difficult to figure out who we can trust in this franchise system
4. The franchisor and other franchisees in this franchise system often “bad-mouth” each
other”.
5. We have never been put in an uncomfortable position because of any unethical
practices of the franchisor.
Meaninglessness
1. We often get the “run-around” when trying to resolve problems.
2. Sometimes our business with the franchisor is so complicated that it is difficult to
understand what is going on.
3. We clearly understand what the franchisor expects of us.
4. It is often difficult to understand the real meaning of what the franchisor tells us.
5. The franchisor often changes policies on us.
Social Isolation
1. The franchisor values the stability of our relationship.
2. We can count on the franchisor to try to resolve problems between the two of us.
3. Friendship is lacking in our relationship with the franchisor.
4. The franchisor is sincerely interested in getting along with us.
5. We feel awkward in dealing with the franchisor.
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Opportunism

1. Sometimes we have to alter the facts slightly in order to get what we need from the
franchisor.
2. We have sometimes promised to the franchisor to do things without actually doing them
later.
3. Sometimes we present facts to the franchisor in such a way that we look good.
4. On occasion, we have to lie to the franchisor about certain things in order to protect our
interests.
5. Sometimes we have to exaggerate our needs in order to get what we really need from the
franchisor.

Objective
1. Revenues
2. Royalties paid
Performance

Intention to Litigate
Intention to Dissolve Relationship

Perceptual
As compared to other similar franchisees in this franchise system, our performance is
very high in terms of:
1.
Sales growth
2.
Profit growth
3.
Overall profitability
4.
Labor productivity
5.
Cash flows
If at all, when do you plan to file a lawsuit against the franchisor?
If at all, when do you plan to terminate the relationship with the franchisor?
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Appendix 2: Measurement Scales Used in the Main Study
Construct

Dependence

Items
1. If we no longer represented this franchisor, we could have easily compensated for it by
switching our efforts to the other product lines we carry. (R)
2. If we no longer represented this franchisor, we could have easily replaced their product
line with a similar line from another franchisor. (R)
3. It would have been relatively easy for our franchisee organization to diversity into selling
new products. (R)
4. If our relationship with this franchisor had been terminated, we would have suffered a
significant loss in income.

Communication Quality
We felt that our communication with the franchisor was:
1. accurate
2. adequate
3. complete
4. credible

Communication

Information Sharing
1. We shared proprietary information with the franchisor.
2. We informed the franchisor in advance of changing needs.
3. In our relationship with the franchisor, it was expected that any information that might
help the other party would be provided.
4. Both parties were expected to keep each other informed about events and changes that
might affect the other party.
Participation in Planning/Goal Setting
1. Our advice and counsel was sought by the franchisor.
2. We participated in goal setting and forecasting with the franchisor.
3. We helped the franchisor in its planning activities.
4. Suggestions by us were encouraged by the franchisor.

Conflict

Commitment

Trust

Relationship Satisfaction

Overall, we considered our relationship with the franchisor to be:
1. frustrating
2. threatening
3. hostile
4. antagonistic
5. full of ill will
1. We continued to represent the franchisor because it was pleasing working with them.
2. We intended to continue representing the franchisor because we felt like we were part of
the franchisor’s family.
3. We liked working for the franchisor and wanted to remain their franchisee.
4. We were part of this franchise system because we liked what the franchisor stood for as a
company.
5. We had a strong sense of loyalty to the franchisor.
1.
2.
3.
4.
5.

We could count on the franchisor to be honest in their dealings with us.
The franchisor was a company that stood by its words.
We could rely on the franchisor to keep the promises they made to us.
The franchisor was sincere in its dealings with us.
The franchisor could be counted on to do what was right.

Overall, we considered our relationship with the franchisor to be:
1. fair
2. supportive
3. considerate
4. healthy
5. cordial
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Flexibility

Solidarity

Mutuality

Harmonization of Conflict

1. We would have willingly made adjustments to help the franchisor when faced with
special problems or circumstances.
2. We would have gladly set aside the contractual terms in order to work through difficult
situations with the franchisor.
3. The franchisor willingly made adjustments to help us when we were faced with special
problems and circumstances.
4. The franchisor gladly set aside the contractual terms in order to work with us in difficult
times.
5. A give and take on specific transactions was expected if economic environmental
conditions changed during the period a transaction was taking place.
1. The relationship we had with the franchisor could better be described as a “series of one
shot deals, entered into one at a time” than a “long term joint venture”. (R)
2. Expectations of behavior reflected the strong spirit of fairness that existed in our
relationship with the franchisor.
3. The relationship we had with the franchisor could be better described as an “arm’s length
negotiation” than a “cooperative effort”. (R)
4. It was expected that almost all exchange activity between us and the franchisor should
basically be conducted at arm’s length with trust playing little or no part. (R)
1. Even if costs and benefits were not equally shared between us and the franchisor in a
given time period, they balanced out over time.
2. We each benefited and earned in proportion to the effort we put in.
3. We usually got a fair share of the rewards and cost savings in doing business with the
franchisor.
4. In our relationship with the franchisor, none of us benefited more than one deserved.
In our relationship with the franchisor:
1. differences of opinion were encouraged and seen as beneficial.
2. what conflict there was in our relationship tended to be beneficial in the long run.
3. conflict was not seen as harmful by itself as it did not prevent us from getting the work
done.
4. the way disputes were handled eventually brought us closer together.

Threatened Withdrawal
1. We gave great consideration to telling the franchisor that we intended to leave the
relationship.
2. We threatened to stop being part of this franchise system.
3. We started to make plans to switch to a different franchisor.
4. We confided in other franchisees in this franchise system that we were contemplating
leaving the franchise system.
5. We presented the franchisor with an ultimatum of either conceding to us or not having us
as part of this franchise system.
Disengagement

Constructive Discussion

Neglect
1. The encountered problem reduced our enthusiasm to push the franchisor’s product line.
2. We became less vigorous in the promotion of the franchisor’s products.
3. Although we didn’t voice our displeasure, our motivation to support the franchisor’s
product line significantly decreased.
4. We decided that we would no longer be going out of our way to cooperate with the
franchisor.
5. We came to believe that the sacrifices we made to keep our relationship with the
franchisor healthy were no longer appreciated by the franchisor and decided to quit
making such sacrifices.
1. We tried to solve the problem by suggesting mutually acceptable changes in the way we
carried the franchisor’s products.
2. We talked constructively to the franchisor about how we felt about the problem in order
to improve the situation.
3. We discussed the problem in a positive manner with the franchisor to identify ways to
alleviate the negative impact on us.
4. We did our homework to formulate possible suggestions on reaching a compromise with
the franchisor.
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Passive Acceptance

Venting

Controllability

Universalilty and
Globality of Attributions

1. We gave the franchisor the benefit of the doubt and didn’t say anything to them about the
problem.
2. We said nothing about the problem and remained loyal to the franchisor.
3. We patiently waited for the problem to work itself out without complaining to the
franchisor.
4. Instead of contacting the franchisor, we concentrated on our day-to-day operations and
tried not to think much about the problem.
1.
2.
3.
4.

We complained to the franchisor but took no overt action about the problem.
We expressed to the franchisor our outrage and displeasure about the problem.
We expressed our unhappiness to the franchisor regarding the problem.
We openly shared our concerns about the problem with other franchisees in this franchise
system.
5. We directly criticized the franchisor and blamed them for the problem.
1.
2.
3.
4.
5.

We had the capability to resolve the problem.
Our approach to resolving the problem was effective.
We had what it took to resolve the problem.
The strategy that we followed to resolve the problem paid off.
We could steer the process of resolving the problem in the direction that we wanted.

Universaity of Attributions
If other franchisees in this franchise system were in our shoes and attempted to resolve the
same problem with the franchisor, they would have failed …
1. … due to their inability to overcome the same obstacles that we faced.
2. … because the strategy employed to tackle the problem would have been futile.
3. … because the approach adopted to tackle the problem would have been ineffective.
4. … because the process used to tackle the problem would have been doomed to fail.
5. … because the steps taken to tackle the problem would have been useless.
Globality of Attributions
1. We will be helpless in resolving the problem in the future.
2. There is nothing that we will be able to do to resolve the problem in the future.
3. Success in resolving the problem is unattainable to us.
4. What prevented us from resolving the problem in the past will constrain us in resolving
the problem in the future.
5. Our attempts to resolve the problem in the future will be fruitless.

Powerlessness
1. Generally, we are helpless when doing business with the franchisor.
2. The franchisor seems to “throw its weight around” much of the time.
3. Sometimes, we have the feeling that the franchisor is taking advantage of us.
4. The franchisor restricts us in the way we run our business.

Alienation

Normlessness
1. The franchisor and other franchisees in this franchise system feel that the end often
justifies the means.
2. The franchisor and other franchisees in this franchise system engage in unethical
practices.
3. It is difficult to figure out who we can trust in this franchise system.
4. The franchisor and other franchisees in this franchise system often “bad-mouth” each
other.
5. We have often been put in an uncomfortable position because of unethical practices of
the franchisor.
Meaninglessness
1. We often get the “run-around” when trying to resolve problems.
2. Sometimes our business with the franchisor is so complicated that it is difficult to
understand what is going on.
3. We do not clearly understand what the franchisor expects of us.
4. It is often difficult to understand the real meaning of what the franchisor tells us.
5. The franchisor often changes policies on us.
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Alienation
(Continued)

Opportunism

Performance

Intention to Litigate
Intention to Dissolve Relationship

Social Isolation
1. The franchisor values the stability of our relationship. (R)
2. We can count on the franchisor to try to resolve problems between the two of us. (R)
3. The franchisor is sincerely interested in getting along with us. (R)
4. We feel awkward in dealing with the franchisor.
1. Sometimes we have to alter the facts slightly in order to get what we need from the
franchisor.
2. We have sometimes promised to the franchisor to do things without actually doing them
later.
3. Sometimes we present facts to the franchisor in such a way that we look good.
4. On occasion, we have to lie to the franchisor about certain things in order to protect our
interests.
5. We sometimes fail to follow the franchisor’s quality procedures if it serves our own
interests.
6. Sometimes we have to exaggerate our needs in order to get what we really need from the
franchisor.

Subjective
As compared to other similar franchisees in this franchise system, our performance is
very high in terms of:
1. sales growth.
2. profit growth.
3. overall profitability.
4. labor productivity.
5. cash flows.
1. In the foreseeable future, how likely are you to file a lawsuit against your franchisor?
1. In the foreseeable future, how likely are you to terminate the relationship with your
franchisor?
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